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Editorial Comment 
GROWING COMPLICATIONS IN EUROPE 


quarters has followed the failure 

at Geneva to admit Germany to 
membership in the League of Nations. 
This dissatisfaction, while manifesting 
itself chiefly in Europe, has had its effects 
in the United States. A visiting Ameri- 
can ambassador has been reported as 
making a decidedly gloomy presentation 
of the state of affairs across the Atlantic, 
and this has greatly added to the feeling 
of irritation following the breakdown at 
Geneva. As a result, the Allied debt 
question, which seemed to be making a 
slow progress toward adjustment, has 
been further complicated, and our rela- 
tions to that problem have been made the 
subject of impolitic discussions in the 
English House of Commons and in the 
Senate of the United States. 

This unfavorable change in the Euro- 
pean situation is to be regretted, as it 
inevitably must hinder the return to 
economic health in that quarter of the 
world. At present conditions are none 
too good. England is still struggling 
with industrial depression, and the severe 
crisis in coal mining has not been suc- 
cessfully passed; France has been for 
months striving with opposing political 
factions in an endeavor to secure author- 
ity for levying taxes adequate to balance 
the budget; in Germany there is wide- 
spread unemployment. Elsewhere there 
are economic and political conditions 
which must defeat hopes of an immedi- 
ate or early restoration of prosperity. 
The confident expectations which fol- 
lowed the Locarno Pact have not been 
fulfilled. 

This state of affairs across the water is 
not one in which America can take 
any satisfaction, for it tends to upset 


Gwe dissatisfaction in various 


the political and economic equilibrium of 
the world. It contains possibilities of 
mischief so great as to preclude our in- 
difference, and that should prevent our 
saying or doing anything to add to the 
existing feeling of irritation. It would 
be well if members of Congress and all 
persons would follow the admirable 
example of patience and moderation 
set by the President and Secretary 
Mellon. The effort to make political 
capital out of the European debt ques- 
tion is to be deplored, because such an 
attempt is bound to result in discussion 
of a character calculated to do serious 
harm. 

Much has been said on the other side 
of the ocean tending to provoke America 
to speak its mind quite freely on the 
whole Allied debt problem; but unless 
one could be sure that this would result 
in good, silence is the wiser course. It 
is a thorny subject. The President and 
Secretary of the Treasury understand the 
matter fully. They can be relied on to 
handle it with firmness and patience. 
And when it is necessary to say any- 
thing they will speak with dignity and 
moderation. Why not allow them to 
speak for the country? 


INTERNATIONAL ECONOMIC 
BARRIERS 


HE natural barriers which have 
heretofore operated to render dif- 
ficult the free intercourse of na- 
tions—such as time and distance—have 
been largely removed, thanks to science 
and invention. In foreign dealings we 
no longer have to wait the course of the 
mails, but can communicate with peo- 
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ples in distant lands and across seas 
almost as quickly as with those at home. 
Means of travel have been so vastly 
improved that, where personal contacts 
are necessary, they may be made with 
very little delay. 

Unfortunately, as these seemingly- 
insurmountable obstacles have disap- 
peared others have been set up in their 
place. It would seem that, despite the 
manifest lessons of experience pointing 
to the desirability of closer co-operation 
between nations, and notwithstanding 
invention has been alert in making this 
possible, the “statesmen” of the world, 
following a spirit of the narrowest and 
most intolerant nationalism, are bent 
upon frustrating the attempts of man- 
kind to display a reasonable spirit of 
conciliation and co-operation. 

Differences in language have long 
constituted a very serious hindrance to 
the free interchange of ideas and com- 
modities between nations, and these dif- 
ferences are hardly capable of reconcile- 
ment. The day of a universal language 
yet appears far off. But three or four 
of the world’s great languages are so 
widely spoken as to make this difficulty 
less formidable than it has been. In 
fact, a knowledge of English alone will 
carry one through very well in the 
higher circles of commerce and finance 
all around the world. As travel has 
greatly increased in recent years the 
knowledge of foreign tongues has become 
more diffused, and this has mitigated the 
difficulty under consideration. 

The Great War and its aftermath of 
new and small nations added a number 
of economic barriers of various kinds 
and brought one or more new languages 
to light. Europe finds itself, in this 
respect, much worse off than it was 
before the great conflict. Bad as this 
situation had been under prosperous 
economic conditions, it has become 
almost intolerable under the stagnant 
situation in which the trade and industry 
of several of these countries are placed. 

The situation was very aptly described 
in a review made a short time ago for the 


Council of the International Chamber 
of Commerce by Dr. Walter Leaf, the 
distinguished chairman of the Westmin- 
ster Bank. He said: 

“Everywhere, with hardly an excep- 
tion, there are the same complaints of 
the difficulty of finding markets for man: 
ufactures. The capacity for production 
is there, and is generally much larger 
than in pre-war times; but the products 
are stagnating because they are refused, 
or at least hampered by foreign tariffs 
and trade barriers. Hence unemploy- 
ment, stagnation of industry, and a 
lamentable waste of potential human 
energy. The whole standard of living 
is lowered by the artificial restrictions on 
human efficiency. A European Trade 
League would have open markets on at 
least the same scale as those of the United 
States, and would thus be able to com- 
pete in production on equal terms with 
that vast area of free trade intercourse. 
National jealousies force us here to em- 
ploy in suicidal trade struggles the efforts 
which should be concentrated on the 
general advancement of human well- 
being. It is for the International Cham- 
ber to do its best to educate the world 
to this wider outlook. That is the task 
which we are setting before ourselves for 
this year. I appeal to you all for your 
hearty support to the great work.” 

This suggestion would seem to point 
to some form of customs union to be 
adopted among all or part of the Euro- 
pean nations. Such an arrangement 
would broaden markets, increase pro 
duction, and promote individual and 
national prosperity. 

It may seem anomalous that what 
looks so much like free trade should re- 
ceive approval from America. But, should 
Europe follow this plan, it would be in 
fact taking a leaf out of America’s book, 
for we have free trade here among forty- 
eight states. Europe might have free 
trade among the nations of the Conti 
nent, or between certain groups, and still 
retain a tariff against the United States 
and other countries. 

So far as this country is concerned, 
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we should probably be the gainers by a 
policy such as that above indicated. Cer- 
tainly we should be if it resulted in 
greater prosperity and increased buying 
power among the European peoples. 
There are other serious and unneces- 
sary hindrances to free international 
intercourse; such are passport and many 
other purely petty and vexatious annoy- 
ances to which travelers between various 
countries are subjected. These could be 
easily and quickly removed, and in this 
beneficient work the United States of 
America might well take the lead. 


BANK VOTING TRUST UPSET 


York a bank voting trust has been 

declared illegal on the ground that 
it is against public policy. This decision 
quite naturally brings up for review 
the whole matter of control of banks 
and other corporations. In theory a 
corporation should be controlled by its 
stockholders—those who own it; but, in 
practice, considerable difficulty is experi- 
enced in making this rule effective. This 
is particularly the case in the United 
States, where the average shareholder in 
a corporation is a much more docile being 
than in most other countries. The share- 
holder in a British corporation frequent- 
ly appears at the annual meeting with a 
lot of leading questions for which he de- 
mands satisfactory answers; and, failing 
to get them, he does not hesitate to ex- 
press his opinion of the management in 
plain terms. These remarks are often 
published in full in the newspapers. Thus 
a corporation’s affairs are subjected to 
an annual process of ventilation. Ameri- 
can shareholders take a less lively in- 
terest, as a rule, in the annual meetings 
of the corporations in which they are 
interested. Often they do not even take 
the trouble to designate a proxy to 
represent them, unless their holdings of 
shares are large. This tendency to avoid, 
or at least to transfer, the responsibilities 
of management finds its extreme illustra- 
tion in the voting trust, a device where- 


B: a recent court decision in New 


by control of a corporation passes from 
the stockholders to a small body of di- 
rectors or officers, with self-perpetuating 
power. The purpose of thus centering 
and fixing the management of a corpora- 
tion does not necessarily imply improper 
motives (in fact none were imputed in 
the New York case), but the contrary 
object may be the one in mind; that is, 
to insure that control shall be kept in 
competent and honest hands—a result 
not always attained where the stock- 
holders’ hands are untied. 

While voting trusts that may be self- 
perpetuating, or for long terms, may be 
objectionable, this objection would be 
removed if these trusts were revocable 
at the pleasure of the shareholders; but, 
on the other hand, this would tend to 
defeat one of the main purposes for 
which the voting trust is established—to 
provide for continuity in the manage- 
ment. 

Much criticism has been aimed at di- 
rectors who fail to direct, but little has 
been said of the unconcern with which 
shareholders treat the obligations im- 
plicit in their ownership of the shares in 
corporations. 


A CONTEMPLATED FINANCIAL 
“CRIME” 


recharter the Federal Reserve Banks 
a leaf is taken from the romantic 
history of finance as written by the free 
silver partisans and the advocates of 


[: thus designating the proposal to 


Government paper “money.” Who 
does not know of the great “crime of 
1873” and the “seven financial con- 
spiracies?” The pens of Dumas, Balzac 
and Wilkie Collins have described no 
darker deeds nor none displaying a more 
vivid imagination. 

The celebrated “crime of 1873” con- 
sisted in striking out the standard silver 
dollar from the coinage act of that year. 
It was long and violently asserted by the 
champions of silver that this was done 
surreptitiously and at the behest of the 
bankers and capitalists generally. No 
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amount of denial ever convinced the 
makers of these assertions that they were 
mistaken. It was shown conclusively 
that the standard silver dollar, never 
having been in the bill, could not have 
been dropped from it by the enemies of 
silver. But all arguments were in vain, 
and many thousands, even millions of 
people honestly believed that this “crime” 
against silver was actually committed. 
Eminent members of the House and Sen- 
ate at the time shared in this belief. 

This strange chapter from American 
financial romance is recalled at this late 
day because its imagined happenings are 
revived by the actual method employed 
to effect a perpetual rechartering of the 
Federal Reserve Banks. 

A bill known as the McFadden Bill 
has been pending in Congress for long 
over a year. It passed the House at the 


last session of Congress, but failed in 
the Senate. It again passed the House at 
the present session of Congress and 
again went to the Senate, where it is still 
pending at the time this is written. 


While the bill was drawn chiefly with 
the object of clarifying the branch bank 
situation, with the aim to place state and 
national banks in a more equal position 
with respect to the right to establish and 
maintain branches, several other pro- 
visions were embodied in the measure 
relating to the conduct of the business 
of national banks. 

After dragging along, in the manner 
indicated, during two sessions of Con- 
gress, the bill during the present spring 
went to the Banking and Currency Com- 
mittee of the Senate, where several 
changes were made. At the very end of 
the bill this provision was added: 

“Sec. 20. That the second subdivision 
of the fourth paragraph of Section 4 of 
the Federal Reserve Act be amended to 
read as follows: 

“Second. To have succession after the 
approval of this act until dissolved by 
act of Congress or until forfeiture of 
franchise for violation of law.” 

That is all. By this simple provision 


the Federal Reserve Banks are given an 
indefinite lease of life, instead of the 
twenty years given them by the existing 
law. 

In the original McFadden Bill there 
was no such provision, and none was 
inserted until after the bill had twice 
passed the House. The rechartering of 
the Federal Reserve Banks was not con- 
templated as a part of this measure. It 
has been added very quietly, and in a 
way that goes far to justify the suspicion 
that it was done surreptitiously and with 
the hope of making its adoption a part 
of the price the sponsors of the original 
bill must pay if they would have their 
measure become a law, 

Even though this suspicion may be 
without foundation in fact, there are 
good reasons why this amendment 
should be killed. It is the wrong way 
to legislate on so important a matter. 
The provision for rechartering the Fed- 
eral Reserve Banks ought to be made 
in a separate bill, carrying such changes 
in the Federal Reserve Act as further 
experience may show to be necessary. 
For this there is plenty of time, as the 
existing charters do not expire until 
1933. No occasion whatever exists for 
seeking by stealth to give the. Federal 
Reserve Banks a renewal of their char- 
ters now. 


PROPOSED CHANGE IN OUR 
FORM OF GOVERNMENT 


\ X HEN the Constitution of the 
United States was formulated 
great care was taken to es 

tablish a republican form of government 
as distinguished from a pure democracy. 
In the latter type of government the 
people themselves make and execute the 
laws; in the former they exercise these 
functions through elected representatives. 
Pure democracies have never been per’ 
manently successful. Familiar examples 
of this type of government were afforded 
by Greece in ancient times (where the 
great majority of the people were slaves), 
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and in recent times by the Russian 
Soviets in the early stages of their his- 
tory. There has also been a limited 
application of the principle in the Swiss 
cantons. Experience seems to show that 
in countries having extensive territory 
and large population the democratic type 
of government is unworkable. 

But whatever views one may enter- 
tain as to the merits of the respective 
forms of government, nothing is clearer 
than that the makers of the Constitution, 
with the world’s experience to guide 
them, deliberately rejected the demo- 
cratic form for that of a republic. The 
Constitution likewise, in express terms, 
guarantees a republican form of govern- 
ment to the component states of the 
Federal Union. 

It is true that in recent times many of 
the states have ventured far in the direc- 
tion of a pure democracy through such 
instrumentalities as the initiative, referen- 
dum and recall. Measures have been 
brought up at elections substantially re- 
quiring the voter, under the heat en- 
gendered by a political campaign, to 
exercise the function of the legislator. 
The result has been decidedly unsatis- 
factory. 

Now it is proposed to extend this 
democratic experiment into the domain 
of Federal legislation. A resolution in- 
troduced into the United States Senate 
by Senator Walter E. Edge of New 
Jersey provides for a referendum or 
the following question: 

“Shall the Congress amend the Na- 
tional Prohibition Act so as to allow the 
manufacture, sale, transportation and 
possession of beverages containing as 
great an amount of alcohol as is lawful 
under the Constitution, provided that 
such amendments shall not interfere with 
the constitutional powers of the several 
states to legislate with respect to intoxi- 
cating liquors as each state may deem 
proper?” 


It will be seen that Senator Edge vir- 
tually contemplates transferring the legis- 
lative power from Congress, where it is 


lodged by the Constitution, to the people 
themselves. 

Of far greater importance than pro- 
hibition is this revolutionary proposal 
for transforming the republic of Wash- 
ington, Franklin and Madison, into a 
democracy. 


APPARENT DECLINE IN THE 
NUMBER OF BANKS 


entertained as to the effects of 

legalized branch banking upon the 
number of independent banks existing in 
the country. There can be little doubt, 
should branch banking be generally 
authorized by law, that the number of 
independent banks would grow less. 

It would seem that of late years some 
tendency toward a reduction in the 
number of banks has developed, though 
it has probably been due to other causes 
than the limited introduction of branch 
banking. In the first place, there has 
been a marked recession of the banking 
enthusiasm, which reached its culminat- 
ing point early in 1920. Furthermore, 
in recent years bank failures have been 
sufficiently numerous to have an effect in 
bringing about a reduction of the ag- 
gregate of existing banks. 

The Comptroller's Report for 1925 
gives the total of reporting banks of all 
classes other than Federal Reserve Banks 
as 30,139 in 1920, against 28,841 in 
1925. These figures do not necessarily 
represent the actual number of banks on 
either date, for the reason that except 
in the case of national banks reports to 
the Comptroller of the Currency are not 
obligatory. We can be sure of the ac- 
curacy of these figures only on the as- 
sumption that the banks were as much 
disposed to make voluntary reports at 
one time as another. If this assumption 
be correct, the number of banks in the 
United States is declining notwithstand- 
ing the increase in population and busi- 
ness. This may be due to causes al- 
ready indicated, or it’may be a fore- 
runner of what is destined to happen 
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once the amalgamation movement is 
fairly under way. 

From some figures recently published 
in the Sun of New York it would appear 
that in the city named the number of 
banks disappearing since 1917 on account 
of mergers, etc., has been exactly matched 
by the number of new banks organized 
in the same period—thirty-six in each 
case. This is one phase of the consoli- 
dation movement often overlooked, that 
new banks are apt to spring up as rapid- 
ly as old ones disappear. But when the 
amalgamated banks have branch privi- 
leges the ability to organize competing in- 
dependent banks will be greatly dimin- 
ished. With some 29,000 existing banks, 
the day of banking monopoly seems far 
removed. 


THE HEART OF THE TAX 
PROBLEM 


RITING on the above topic 

\ x / in the March, 1925 issue 

of THE BANKERS MAGAZINE, 
William P. Helm, Jr., made this sig- 
nificant observation : 

“Between local and Federal debt there 
is this distinction: the Federal Govern- 
ment is rapidly reducing its debt while 
local governments are rapidly increasing 
theirs.” 

So long as this is true the people of 
the country will be disappointed in ob- 
taining real relief from the growing bur- 
den of taxation; because, so far as the 
average citizen is concerned, the Federal 
income tax is now insignificant com- 
pared with state and city taxes. 

Coupled with the news that the most 
recent income tax legislation will during 
the present year effect a reduction of 
taxation to the extent of $319,000,000, 
comes the announcement that in 1925 
the indebtedness of the states increased 
by $155,674,590. If to this municipal 
debts are added, it will be found that 
the outlook for lower taxes in the near 
future is not bright, for increased debts 





necessarily mean, in the long run, in- 
creased taxes. 

Rising costs of labor and materials 
explain the increase of indebtedness to 
some extent, but it is mainly due to the 
eager desire for improvements—new 
municipal buildings, school-houses, parks, 
bridges, roads, etc.—the unwillingness 
to postpone these improvements to times 
when they might be carried out with 
less financial strain. 

Theoretically, it might be very fine if 
constructive work of this nature could 
be paid for at once out of surplus rev- 
enues. But this, while actually result- 
ing in enormous savings of interest, 
would greatly postpone the march of 
improvement and might conceivably be 
more costly in the final analysis than the 
present policy of financing such im- 
provements by borrowing. 

Admitting this, however, does not 
alter the fact that we may be mortgaging 
both the present and future for state 
and municipal improvements of less im- 
portance to the public welfare than an 
abundant and cheap supply of capital for 
industrial enterprise, which after all is 
of prime importance to the continued 
prosperity of the country. At all events, 
it is plain that until the tendency toward 
the increase of state and municipal debt 
is moderated, we shall not reach the 
heart of the taxation problem, which is 
essentially one of debt reduction. 


THE DECLINE IN FARM LAND 
PRICES 


ETWEEN 1920 and 1925 farm 
land “values” are reported to have 
fallen off some 31 per cent. This 

situation was thus dealt with in a recent 
speech in the United States Senate by 
Senator McKinley of Illinois: 

“In a brief analysis of the situation in 
my own state, I find that the 30,736,000 
acres in farms, which were worth, land 
and buildings, $187.59 an acre in 1920, 
are worth today on an average of only 
$136.79, a depreciation in value of 
[Continued on page 727] 
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SHOULD THE FEDERAL RESERVE BANKS 
BE RECHARTERED NOW ? 


By FRANK A. 


ters of the Federal Reserve Banks 

comes up while there are still most 
vivid recollections in the writer’s mind 
of the years of pre- 
paratory work which 
led first to the 
Aldrich proposal for 
a central bank and 
later to the modifi- 
cation of that pro- 
posal into the exist- 
ing law. 

It is doubtful if 
there is any one 
whose opinion would 
be respected who 
would not freely 
admit that the Fed- 
eral Reserve Act has 
been a great success. 
It has been more 
than a success. It 
has carried us 
through the trying 
period of war fi- 
nancing and the de- 
pression of 1922, 
rocks on which we 
might readily have broken under the old 
system. It has meant a far sounder bank- 
ing condition than we have had hereto- 
fore; it has given us scientific handling 
of bank reserves and has lowered money 
rates, saving us from the strain that 
before arose when periodic currency de- 
mands operated to deplete individual 
bank reserves. 


Tie question of renewing the char- 


© unverwoon & UNDERWOOD 


ACT OF GREAT VALUE TO BUSINESS 


The Federal Reserve Act has been of 
great value to American business and to 
the world at large, but it is not a perfect 





FRANK A. VANDERLIP 


Financier and former president of the 
National City Bank of New York 


VANDERLIP 


act. Some of the criticisms that were 
leveled against it at the time of its form- 
ulation have proved to be unfounded, 
or at least not fully sustained. Some 
were sound criti- 
cisms and would 
stand against the 
act today. Some de- 
fects have developed 
that were not fore- 
seen. 

If this is a correct 
statement the ques- 
tion naturally arises 
—and it is the ques- 
tion THE BANKERS 
MacazZINE has asked 
the writer to discuss 
—as to whether the 
charters of the Fed- 
eral Reserve Banks 
should be renewed 
now. 

On one hand it 
may be granted that 
there are some de- 
fects in the present 
law that could be 
remedied conven- 
iently in rechartering the banks. One 
might answer that there is no hurry, as 
the present charters are some time away 
from expiration. Every one familiar with 
our financial history, however, remem- 
bers the fight between Andrew Jackson 
and the second United States Bank, the 
evil effect upon business conditions of 
bringing that fight into a partisan Con- 
gress and the grave effects that followed. 
The effect of the error of that day, how- 
ever, would be small indeed compared 
to the economic catastrophe which will 
result if the question of renewing the 
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Federal Reserve Bank charters gets into 
a partisan political aspect, and particular- 
ly if by any chance the question has to 
be debated in a temporary period of hard 
times when a dissatisfied people would 
listen to buncombe speeches rather than 
intelligently appraise scientific argument. 

Here appears to be a difficulty on 
either horn of the dilemma. If we re- 
new the charters now we either em- 
body existing errors or run the danger of 
turning the matter into a partisan ques- 
tion. If we wait until the charters are 
nearly expired we may find ourselves 
in a bad economic atmosphere, perhaps 
in a radical political situation, and pos- 
sibly face grave danger. 

Happily, a plan has been brought for- 
ward that will avoid every difficulty. I 
am told it originated with Secretary 
Mellon. Whether it did or not it is 
certainly worthy of that most astute 
financial statesman. 

There has been embodied in the 
McFadden Bill, now before Congress, a 
proposal for the indefinite extension of 
the present charters, leaving with Con- 
gress the fullest power to at any time 
make any alteration in the charters that 
it sees fit. This removes the question 
from the position where a rapidly ap- 
proaching day of expiration would be 
almost certain to lead to a partisan and 
dangerous discussion, and conceivably to 
inadvertent extinction of the system. On 
the other hand, it leaves the way clear 
for an unheated discussion of any weak- 
nesses of the present system and for the 
embodiment in new legislation of such 
changes as experience indicates there 
should be. 

It seems to me that this is an extreme- 
ly happy, clever, and wise disposition of 
a possibly dangerous situation. 

There are some changes that ought to 
be made in the Federal Reserve Act. I 
believe the greatest weakness that has 
developed in practice has been the steady 
deterioration in the quality of the Fed- 
eral Reserve Board at Washington. The 
experience and capacity of the board as 
now constituted would be severely 


tested in a serious crisis. The board oc- 
cupies itself more with minor matters of 
internal administration, with questions 
of appointments and salaries, than it does 
with the understanding application of 
sound banking principles. 

As the act has worked out, the ad- 
visory board, which ought to have been 
a body of great importance, has really 
been of small significance. It would be 
desirable if this body’s relation to the 
system was emphasized. 

A sober discussion of the requirements 
that a bank’s reserve be in cash or in 
deposits in the Federal Reserve Bank 
would be useful. The making of Fed- 
eral Reserve notes a Government obliga- 
tion should be reviewed in a calmer light 
than when the original measure was 
formulated and ‘the fact that these notes 
are generally used as reserves by state 
banks should have its significance 
weighed. 

Throughout the country there is a 
deeper resentment I believe than New 
York realizes over what is regarded as 
a cruelly abrupt deflation following the 
expansion just after the close of the war. 
That action was at that time unfortun- 
ately an error in management. The in- 
flation period should have been shortened 
and rates raised at a much earlier date 
than such action was agreed to. The 
real evil was not that the board raised 
rates and halted the inflation, but that it 
delayed so long in doing so that the 
inflation reached dangerous proportions. 
Deflation became in many cases desper- 
ately abrupt and many losses, especially 
in rural communities, were both severe 
and unnecessary. All that, however, was 
an error of judgment rather than a de- 
fect in the law. 

It is of vast importance that the coun- 
try be assured that we will reach no 
political impasse in respect to renewing 
the charters. The act as it stands is, let 
us say, 95 per cent. good. 

The idea of an indefinite extension of 
the present charters prevents the pos 


[Continued on page 748] 
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CAPITALISM—OR WHAT? 


By BERTRAND RUSSELL 


tem has certain merits and certain 
demerits. Capitalism cannot be 
approved solely because of its merits, or 
condemned solely because of its demerits. 
It is necessary to strike a balance between 
the two, and com- 
pare this balance 
with that of any 
other projected sys- 
tem. The writer's 
belief is that this 
cannot be done in 
the abstract, but 
only in relation to 
given geographical 
and historical condi- 
tions. The answer 
might, therefore, 
differ according to 
time and place. It 
is fairly obvious that 
capitalism succeeds 
best where rapid 
economic progress is 
possible, and worst 
in times of strin- 
gency. This accounts 
for the fact that 
there is more social- 
ism in Europe now 
than in Europe be- 
fore the war or in present-day America. 
During the war, the methods of cap- 
italism were abandoned by all European 
belligerents, because they were found to 
be wasteful. A most instructive book, 
from an official point of view, is Sir 
A. Salter’s “Allied Maritime Shipping 
Control,” telling how all maritime eco- 
nomic intercourse was regulated by an 
international governmental authority, be- 
cause the free play of economic forces 
would have made the conduct of the war 
impossible. Now the war was, of course, 


F cat conceivable economic sys- 


BERTRAND 





an exceptional period, because there was 
a public object which struck the ordinary 
man as important. In times of easy 
prosperity, this is not the case; but in 
times of diminishing wealth, such as 
Europe has experienced in recent years, 
man became anxious 
to avoid waste, and 
turn to public organ- 
ization as a means to 
that end. 

Let it be conceded 
that capitalism, in 
its early stage, makes 
for rapid technical 
progress. The writer 
does not believe that 
England in the first 
half of the Nine- 
teenth Century, or 
America down to 
the present day, 
would have been de- 
veloped so quickly 
by any other meth- 
od. Capitalism, how- 
ever, like feudalism, 
has a certain internal 
law of development, 
which causes it to 
diminish in social ef- 
ficiency as it grows 
older. In its early phases, it involves 
intense competition, leading to the rapid 
elimination of the unfit. But as the sur- 
vivors become fewer, competition di- 
minishes, and the inevitable end, in many 
directions, is monopoly, actual or virtual. 
Monopoly, once achieved, is sustained by 
methods not involving efficiency; control 
of railroads, markets, wharves, and above 
all control of credit. Instances are not 
infrequent of large firms buying up new 
inventions, not in order to use them, but 
in order to prevent them from being 
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used. Gradually there comes to be an 
hereditary aristocracy in control of big 
business, and in the long run it is bound, 
like all hereditary aristocracies, to become 
lazy and inefficient. 

Meanwhile the employes become or- 
ganized, and seek to eliminate competi- 
tion for jobs. This is merely the other 
side of the movement which leads to 
trusts. Trade unionists, being convinced 
that improved methods only enrich cap- 
italists, have no interest in them, and 
tend to become technically conservative. 
Industrialism is newer in America than 
in England, and has not yet gone so far 
in this direction as in England; but it is 
bound to develop on similar lines, par- 
ticularly if the limitation of immigration 
now in force continues. 


PLACATING THE TRADE UNIONS 


In times of increasing prosperity, trade 
unions can be placated by concessions 
which leave the capitalists a comfortable 
margin. But when bad times come, the 
situation is changed. The present posi- 
tion of the British coal industry illus- 
trates the difficulties which then arise. 
The employes are strong enough to be 
able to refuse any reduction of wages; 
the employers assert that unless wages 
are reduced, they must close down or 
work at a loss. Last summer, this im- 
passe threatened to lead to a civil war in 
which, probably, about half the popula- 
tion would have died of hunger; to avert 
this catastrophe, the Government stepped 
in and paid the employers to keep the 
mines open. Obviously, when this point 
has been reached, socialism is conceded in 
essence as regards the mining industry. 
And this step was taken by a govern- 
ment recently elected on the pledge that 
it would resist socialism. It is useless to 
urge that the employes ought not to be 
so unreasonable: from their own point of 
view they have been supremely reason- 
able, since they have succeeded in main- 
taining their standard of life. What 
makes the incident so important as a de- 
parture from capitalist theory is the fact 
that the coal industry is being kept going 


by public money for a public object, and 
is no longer governed wholly by the 
motive of private profit. Nominally, this 
is a temporary measure, but it is not 
easy to see how the subsidy can be dis- 
continued without bringing about all the 
disasters for the prevention of which it 
was granted. 

The essential tenet of capitalism is 
that, in the economic sphere, the motive 
of private profit will lead men to act 
in ways conducive to the public interest, 
not invariably, but more frequently than 
any other motive that can be devised. 
There is a large element of truth in this, 
and the writer is not one of those who 
think it possible to dispense wholly with 
the economic motive. The question is 
rather as to the restrictions to which it is 
to be subjected. Broadly speaking, some 
ways of making money are beneficial to 
others, while some are harmful. The 
man who makes money by new inven- 
tions or better organization is a public 
benefactor; the man who makes money 
out of a monopoly is no more useful than 
a highwayman. Take again the coal in- 
dustry; the union, the manager, even the 
mine owner, give service in return for 
their remuneration, but the recipient of 
royalties does nothing whatever. The 
same thing applies to every form of eco- 
nomic rent. There is, therefore, no ad- 
vantage to the public in allowing eco- 
nomic rent to go to private persons, and 
no form of useful activity would be im- 
peded if it went to the public, as pro 
posed long ago by Henry George. In- 
deed there would be a very definite gain, 
because the cleverness that now often 
goes into acquiring monopolies would 
have to go into cheapening production or 
some other socially useful form of ac- 
tivity. 

THE CONTROL OF CREDIT 


A matter which is of vital importance 
in modern industry is the control of 
credit. Credit is at present controlled, 
in the main, by a small oligarchy of im- 
mensely powerful banks. This is con 

[Continued on page 725] 
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AMSTERDAM AS AN INTERNATIONAL 
FINANCIAL CENTER 


By GERLOF VERWEY 


sideration has been given to the 

probable future development of 
Amsterdam both as an investment and 
as a money market. During this time 
both Berlin and Paris went out of the 
field, while the continental activities of 
the London market almost came to a 
standstill and were largely taken over by 
Amsterdam, which became the chief 
financial center on the continent of 
Europe. 

Now that conditions once more seem 
fairly stabilized, the moment seems 
favorable for a more accurate study of 
the underlying factors which play their 
part in the formation of an investment 
and money market of international im- 
portance in The Netherlands. A com- 
parison with the situation before the 
war will, in this connection, be of in- 
terest and will greatly help toward an 
understanding of the present condition 
and future possibilities. 


Fs since the war much con- 


CHARACTERISTICS OF THE INVESTMENT 
MARKET BEFORE THE WAR 


Two characteristics mark the Dutch 
investment market before the war: (a) 
its great power of absorption and (b) 
its distinctly foreign outlook. Underly- 
ing these characteristics are a number of 
factors, which go far toward explaining 
the peculiar structure of the Amsterdam 
investment market and which, for this 
reason, will be dwelt on at some length. 

As the figures mentioned on page 682 
of this article show, capital issues in Hol- 
land in pre-war years amounted to nearly 
400,000,000 guilders a year, an amount 
which may be considered rather large 
for a country of (at that time) about 
6,000,000 inhabitants. This figure, how- 


ever, will be better understood if it is 
remembered that the market in Holland 
has a wider scope than in most other 
countries. Funds which in other coun- 
tries, would be carried to commercial and 
savings banks, in Holland largely find 
their way to the investment market. 
Social classes, which in most other coun- 
tries, would not think of investing in se- 
curities, will do so in Holland. The 
Dutchman does not save so much for the 
very sake of saving (as is done in other 
countries) as for the sake of buying a 
security as soon as he has saved enough 
to do so. 

Securities are popular both on account 
of their higher yield, and because they 
have a long tradition back of them. It 
will be remembered that the limited li- 
ability idea and the use of shares orig- 
inated in Holland, shares of the Dutch 
East India Company being traded in as 
far back as 1608. From that time on- 
ward the Dutch investing public has for 
centuries been acquainted with the se- 
curities market. Investment in securi- 
ties moreover suited the peculiar charac- 
ter of the Dutchman, who is always will- 
ing to run a risk provided it is reasonable. 

The peculiar character of the Dutch 
investment market will be better under- 
stood if it is contrasted with a country of 
about the same size, but opposite develop- 
ment-—-Sweden. The Swedish people 
have had little opportunity to become 
acquainted with securities and up to date 
prefer to deposit their money in the 
banks, the result being that Sweden 
today has a comparatively little devel- 
oped investment market (in 1925 Swe- 
den brought out issues totalling $50,000,- 
000 while Amsterdam brought out 
$120,000,000) but on the other hand can 
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boast of commercial and savings bank 
deposits amounting to nearly $2,000,- 
000,000, whereas Dutch bank deposits 
probably do not surpass $600,000,000. 


HAS DISTINCTLY FOREIGN OUTLOOK 


The second feature of the Dutch in- 
vestment market before the war was, as 
mentioned before, its distinctly foreign 
outlook. Here again, the past must be 
studied in order to find a satisfactory 
explanation. Holland for centuries has 
been an agricultural country, backed by 
a relatively very important foreign trade 
The industries, while gradually becom- 
ing of more than national importance, 
were slow in developing and required 
only small amounts of capital. The in- 
ternational trade, also the re-export 
trade, has always been of the highest 
importance, but commerce and re-export 
trade, due to their quick turnover, need 
only a small capital outlay. This ex- 
plains why Holland—being geographical- 
ly very favorably located—could carry 
on (and still carries on) an enormous 
foreign trade in relation to its size! and 
yet have large amounts of capital avail- 
able for investment abroad. 

A short historical review in this con- 
nection may seem desirable. Holland 
was the world’s chief investment market 
during the latter half of the Seventeenth 
and the greater part of the Fighteenth 
Century. The Amsterdam Stuck Ex- 
change had been opened in 1608 and 
there was already a speculative stock 
market with all the modern technical 
equipment, like clearing, etc. France, 
Austria, Denmark, Spain, Sweden, Rus- 
sia, Poland and all the German princes 
contracted loans in Amsterdam. Holland 
also actively participated in investments 
in England and at one time Dutchmen 
were estimated to own one-third of the 
capital stock of the Bank of England, the 


1Holland in 1925 handled $230 of foreign 
trade per capita, Great Britain $226, and 
America $76. These figures, however, do 
not take into account the through trade, 
which in the case of Holland is very im- 
portant, for Great Britain is small and for 
America negligible. 


English East India Company and the 
South Sea Company, while of the £140,- 
000,000 of British national debt out- 
standing at about 1750 no less than £58,- 
000,000 were in Dutch hands. In the 
Nineteenth Century attention turned to 
North America and Holland took an 
active part in the financial promotions 
which marked the latter half of the 
Nineteenth Century. Amsterdam be- 
came the principal market for American 
securities on the Continent of Europe.’ 
It was there that special facilities were 
created in order to make American shares 
more easily transferable. 

Though of course, generally speaking, 
Amsterdam as an investment market 
gradually lost the important position it 
had held in former centuries, yet, as 
has been illustrated before, its power of 
absorption is still very great. Up to the 
war, few foreign issues could appear in 
London, in which Amsterdam did not 
participate. And as an illustration of 
pre-war conditions it is now of particular 
interest to see that among the issues 
brought out in Amsterdam in the last 
pre-war year (1913) there is a $25,000,- 
000 loan of the City of New York. 

The importance of foreign issues on 
the Amsterdam market is visible from the 
following figures representing the domes- 
tic and foreign issues brought out in 
Holland during the years 1909-1912, 
which may be regarded as well illustrat- 
ing the situation before the war: 


LOANS FLOATED IN HOLLAND 
(In millions of guilders) 
Year Domestic and colonial Foreign Total 


1909 119 407 526 
1910 172 314 486 
1911 273 214 487 
1912 178 223 401 


In the period 1909-1912 of the 1,900, 
000,000 florins issued, no less than 1,158,- 
000,000 or 60 per cent. represented 
foreign issues. 

In accord with these figures is the fact 





2Of the 1713 securities quoted on the 
Amsterdam Stock Exchange in 1912 no less 
than 377 were American. 

[Continued on page 729] 

















WHY COMPTROLLERS ? 


By RICHARD W. SAUNDERS 


LL things must in due course jus- 
A! even so must comptrollers 

tify the reasons for their existence 
explain what they do and why and how 
they do it. While the title “comp- 
troller” is not new, it has only recently 
come into rather general use. The func- 
tions certainly are not new for they are 
too vitally necessary for the proper con- 
duct of any business to have remained 
unexercised. In fact it might be said that 
in recent years the development of the 
comptroller’s duties has come through a 
gathering together of certain functions 
that have heretofore existed in other 
hands and centering them in that in- 
dividual. 

There is always a considerable gain in 
the recognition of the need for such an 
oficer and the assigning to him of certain 
duties. He is thereby clothed with 
authority and is in a position to make his 
influence felt. And if the comptroller 
is a man of experience and tact, with 
strength of decision and purpose to sup- 
port his position, then his influence for 
good is increased. Sometimes the mere 
fact that there is such an office is enough 
to act as a restraint when a restraint 
is necessary. 


THE COMPTROLLER’S AUTHORITY 


It might also be stated that the author- 
ity of a comptroller depends greatly not 
only upon his own personal make-up 
but also upon the type of men with 
whom he is associated. The comptroller 
may simply be a gatherer of facts whose 
duty it is to call to attention tendencies 
revealed by his reports and statistics. Or 
he may be an executive carrying out in 
departments other than accounting, the 
policies decided upon as proper. In the 
latter case there is the likelihood of a 
division of authority, which would not 
make for good organization. As soon as 


the comptroller loses his position of an 
“outside observer,” he is placed in the 
position of criticizing his own work. In 
such cases he might better be given a 
different title such as “executive vice- 
president” for he will have stepped out 
of the real functions of a comptroller. 

The comptroller’s business, primarily, 
is to examine and take charge of ac- 
counts; hence to direct or control. He 
is nearly always in charge of the books of 
account and auditing, prescribing rules 
for the routine of the business and decid- 
ing special cases that arise under them. 
Some comptrollers insist upon matters 
arising in their departments being routed 
through them on their way to other 
executives which in matters of great im- 
portance is usually the wisest plan. In 
many instances, iiowever, this will mean 
delay, and as long as the comptroller is 
kept in knowledge of what is being done 
by means of copies of memorandums, re- 
ports, etc., it is oftentimes better if the 
heads of his departments deal direct with 
other executives. For example, if an audit 
reveals something that requires immedi- 
ate attention and the auditor understands 
the question thoroughly, he can without 
question deal direct with the executive 
whose business it is to attend to such 
matters and have immediate action taken. 
Although the auditors as a rule report to 
the comptroller, there should be a 
measure of independence on their part 
enabling them to check even the opera- 
tions of the comptroller himself. 


THE BUDGET AS AN AID 


One of the comptroller’s strongest aids 
is the budget, which is commanding more 
importance every day. When the bud- 
get has been carefully prepared, based 
upon the figures of previous years, the 
type of product, the appropriations and 
opinions of executives and all the other 
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factors that make up a forecast of this 
kind, it will then be possible, by means 
of weekly reports indicating how the 
actual expenditures agree with the bud- 
get expectations, to control and keep the 
corporation in the right channel. While 
some people consider the budget as a 
sort of “pious hope,” if carefully pre- 
pared it is astonishing how nearly it can 
be lived up to. Special cases of moment 
will probably arise but as a rule they are 
financed specially, that is, at the time 
they are approved a method of increas- 
ing the income is provided. In such 
cases, it might be said in passing, it is 
well to change the budget to take care 
of the new situations rather than to ad- 
here to the old figures and be under the 
necessity of continually explaining varia- 
tions from the original figure; in other 
words, the budget is not fixed but change- 
able as often as important operations be- 
come necessary. 

Waste is being recognized by all great 
corporations as a curse, and with this 
the comptroller must have a great deal 
to do. It is almost incredible how such 
items as traveling expense, telegrams, 
long distance telephone messages, sta- 
tionery, etc., mount unless continually 
watched. By keeping a proper ratio be- 
tween income and expenditures and by 
insisting upon prompt cutting of expense 
during a falling income, the comptroller 
can do much to justify his existence. He 
can also show for example, that although 
a larger volume of business has been ac- 
quired in certain branches, the cost of 
this additional business is out of all pro- 
portion to the added income. 


APPLYING THE BRAKES WHERE NEEDED 


With these briefly stated facts the 
“why” can be better answered. All busi- 
ness concerns require a brake; that is, 
something to keep their activities within 
the limits of safety, especially when on 
the downward grade or during a slump. 
The importance and value of a comp: 
troller to his organization are obviously 
greater when business is slack than when 
it is not. Corporations need someone 
who can throw a spotlight on the road 





ahead and show how that road looks and 
what the chances are of encountering 
danger spots in it. Someone is also 
needed to keep his eye on the machine 
as a whole and to see that it is function- 
ing in all its parts. It is at this particular 
point that extreme tact and courage are 
required of comptrollers. The executive 
control is in the hands of a president, 
executive manager, or someone whose 
duty it is to take care of the machine as 
a whole and to a certain extent the comp- 
troller is likely, unless very careful, to 
impinge upon such executive authority. 
Except in his own group of departments, 
a comptroller is essentially an advisory 
officer calling the attention of executives 
in charge to the importance of certain 
figures which reveal tendencies that have 
developed. It is his duty to gain the 
confidence of such executives and have 
them clearly understand that the mat- 
ters are being called to their attention, 
not for the purpose of criticism but with 
the constructive thought in mind of co 
eperating with them in order to rectify 
the trouble. In many cases such execu- 
tives have information which justifies 
them in their own minds in taking a 
given course of action. Therefore, the 
comptroller must make the approach with 
the proper amount of tact and diplomacy. 
When the executives begin to look upon 
the comptroller as an outside man or one 
who is constantly criticising without due 
consideration for their own feelings in 
the matter, friction is very likely to re- 
sult and a large part of the benefit lost. 


THE COMPTROLLER’S OUTSIDE CONTACTS 


This also applies to the comptroller in 
connection with his meeting the outside 
world. He has certain contacts with 
suppliers of various goods and materials, 
customers and banks. For example, by 
keeping the banks thoroughly advised of 
the operations of the company and prov 
ing to them through reports of the com- 
pany and supplementary explanations, if 
necessary, that a steady gain is being 
made; that spasms and hysteria are ab- 
sent from the company’s operations; and 
[Continued on page 733] 
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WHAT MAKES BANK PUBLICITY GOOD? 





By G. PRATHER KNAPP 


sent to say that it takes a cook to 

explain a dinner, a surgeon to ex- 
plain an operation, a lawyer to explain a 
statute. And yet there is almost the 
element of news in recent recognition of 
the fact that it takes a banker to explain 
a bank. 

There was a time—and not a very dis- 
tant time either—when bankers listened 
readily to the suggestion that what they 
needed in developing new business was 
“the outside viewpoint.” The “man in 
the street,” according to this suggestion, 
was and always would be uninterested 
in banks and bankers. What he wanted 
(according to those who claimed to know 
him) was “inspiration literature,” “thrift 
preachments,” “messages to Garcia,” 
“heart throbs,” “pep talks,” “human in- 
terest copy,” “health hints,” “historical 
broadsides,” “biographical examples,” 
“artistic appeals, ’—anything and every- 
thing but specific reasons why he as a 
particular individual should use the serv- 
ice of a particular bank. The pernicious 
feature of these statements was (and is) 
their partial accuracy. Every one of 
the qualities mentioned can make good 
bank advertising better. Not one of 
them can or ever could make good bank 
advertising good. They are simply 
vehicles of expression and unless the 
ideas they express are products of a bank- 
trained mind, they will be “sound and 
fury, signifying nothing.” 


[' would scarcely raise a storm of dis- 


QUALITIES NEEDED IN THE WRITING OF 
GOOD BANK COPY 


With due deference to the sublimity of 
the comparison, he who would write good 
bank publicity must “speak as one having 
authority and not as the Scribes.” Unless 
he has talked to Mat Sullivan at his 
work bench about opening a savings ac- 


count, unless he has chatted with Mrs. 
Mat Sullivan when she opened that ac- 
count, unless he has kept fairly close 
contact with the Sullivans while their ac- 
count grew to the point where specula- 
tive land began to look attractive, and 
has helped to turn their minds to a 
needed home or a safe investment, all the 
fine writing ability in the world will not 
help him to produce good savings copy. 
He may be able to “promote thrift;” he 
may be able to “spread economic truth 
among the masses;” but he will fail at 
the essential job of teaching real people 
to use a real bank. 

Unless he has told Mrs. Masterson 
why she cannot telephone instructions to 
have her safe deposit box opened and her 
coupons clipped, unless he has discussed 
her summer trip and the protection of 
her silverware with her, his safe deposit 
copy will lack something of the ring of 
truth, and if these things are true of safe 
deposit and savings copy, they are 
doubly, trebly, and a thousand-fold true 
of advertising for commercial bank serv- 
ice and trust department relationships. 
The only thing that the bank has for 
sale in the commercial or trust depart- 
ment is a highly specialized and profes- 
sionalized service, and the effort to ex- 
plain this service on the part of a man 
who understands it less than do the peo- 
ple to whom he is explaining it, often 
produces ludicrous consequences. 

For example, the writer saw a piece of 
copy less than six months ago, written 
by a man who was actually holding the 
job of advertising manager for a com- 
mercial bank, which gravely stated that 
his bank was prepared to supply work- 
ing capital through its commercial de- 
partment. Nor will the writer soon for- 
get the indignation of a certain great 
slogan writer when a banker frowned on 
his suggestion that each advertisement 
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of the trust department carry the slogan, 
The Trust to trust.” 

Good advertising men who would 
write bank publicity of that qualification 
alone have a bad effect not only on their 
own earnings, but on the whole field of 
bank publicity. They spend laborious 
days in writing and rewriting copy which 
bankers must reject. If they spent half 
the time studying the subject that they 
spend in “selling” the banker, they 
would see rhore money spent on bank 
advertising. 

The writer once had occasion to talk 
with a bank president on the best way 
to select a man for his then vacant office 
of publicity manager. “The problem I 
face,” he said, “is whether to employ an 
advertising man and try to teach him 
banking, or to employ a bank man and 
try to teach him advertising.” 

The writer’s answer was this: “Your 
problem as you phrase it is unanswerable. 
You haven't the ability to teach adver- 
tising to a banker and you haven't the 
time to teach banking to a publicity man. 
Your real problem is to find or develop 
a bank explainer with the aggressive 
quality that gets new business, plus the 
conservative quality that gets it for less 
than it’s worth.” 

His reply was characteristic: “I’m 
looking for an advertising manager,” he 
said, “not a chairman of the board.” 

The difficulty he faced is confronting 
every bank publicity executive and is, 
or should be, furnishing the test of every 
individual plan or piece of bank adver- 
tising. 


The maximum of banking excellence’ 


and sales literature excellence can seldom 
be attained at one and the same time. 
The bank advertising that reflects bank 
brains is undoubtedly the best on a mile- 
age cost basis. The only “genius” that 
banking or any other business can recog- 
nize, is a genius for results. And results 
in bank publicity depend on full, ac- 
curate and detailed knowledge of the 
service which the bank has for sale. 
Every year the writer lives he is more 
forcibly impressed by the success of 
bank-trained bank advertising men and 
more sadly certain of the high mor- 


tality among “advertising men in banks,” 

The reader can pick out examples of 
the latter class for himself without the 
writer's help, but some examples of the 
former may be pointed our. 

Gaylord Morse, assistant cashier of 
the State Bank of Chicago, has had every 
kind of practical bank experience from 
clerk in a rural institution to Chicago 
representative for the National City 
Bank. He is a graduate student of ad- 
vertising also—but which part of his 
training is of most value? 

Arthur DeBebian of the Equitable 
Trust Company of New York has made 
a tenstrike by publication in newspaper 
space of definite, specific outlines show- 
ing what an executor is expected to do, 
how a trustee is expected to function and} 
what people in various conditions of life 
should know about the functions of a 
trust company. 

Perhaps the most striking and memo- 
rable investment advertisements that 
were ever inserted in a newspaper were 
published by a man who had no securi- 
ties for sale. In them, A. M. Clifford 
of Los Angeles, offered his services as 
investment counsellor and __ financial 
analyst, but in the writer’s opinion, the 
very copy they contained would have sold 
bonds in highly satisfactory volume for 
any bank or investment house with high 
grade securities to offer. 

The success of these men and of others 
like them, is in the writer's opinion, an 
index of progress in American bank pub- 
licity. Their work proves that banking, 
trusteeship, investment distribution, safe 
deposit protection and their allied finan- 
cial services are interesting subjects. The 
results of their work prove that the 
much-mothered “man in the street” does 
want factual, specific, usable information 
about his bank and process exhibits show- 
ing how his bank can improve his life 
by playing a larger part in it. 

Nobody can give these things to the 
man in the street without talent for ex- 
planation and professional ability to ad- 
vertise. But good bank advertising is 90 
per cent. in knowing what one is writing 
about and only 10 per cent. in knowing 
how to write and publish it. 
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A NEW PLAN FOR PRESENTING REPORTS 
TO A BOARD OF DIRECTORS 


By JoHN T. 


OW many bank directors have 
H felt—a report having been de- 

bated at length, and then re- 
ferred back to the maker for further in- 
vestigation and report—that in the 
presentation of reports and recommenda- 
tions to a board of directors, there could 
be great improvement? How many bank 
employes—seeing carefully prepared re- 
ports and recommendations discarded by 
the directors, or hours devoted to a sub- 
ject which, it would seem, should be set- 
tled in a few minutes—have felt there 
was something wrong, too? 

A system for making reports and 
recommendations, introduced by one of 
the department heads of a Denver, Colo- 
rado, bank, is susceptible of wide adop- 
tion all over the country. In the special 
instance, it has been an unqualified suc- 
cess. It has saved a great deal of time 
of the board of directors, has saved the 
submitting employe much time, and, 
moreover, has contributed to greater ef- 
ficiency in assuring the adoption of the 
best methods and policy. 

Allan Herrick, who originated the 
plan, has been in bank advertising for a 
period of years, with large institutions. 
Repeatedly, he felt that the common 
methods of presenting reports and recom- 
mendations to directors was inefficient. 
He studied the situation from all sides, 
talked it over with bank men in various 
parts of the country. Eventually, he in- 
troduced his present plan which has been 
unqualifiedly effective. Herrick used it 
to submit advertising reports. It can be 
used, however, for reports of any kind 
having to do with examination of future 
methods and policies. 


BASIS OF THE PLAN 


The basis of the plan is a piece of wall 
board, 4 feet wide and 8 feet long. That 
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is big enough for presentation of a great 
deal of matter, and small enough to be 
carried about. Visiting the United 
States National Bank, Denver, Col., at 
one time, the writer found Herrick work- 
ing before the big board down in the 
stock room. On another occasion, the 
writer visited Herrick’s office when the 
board, ready for presentation to the di- 
rectors, was parked behind a radiator. It 
has the merit of portability, and that is 
of decided value. 

Using big sheets of paper, proofs of 
sample ads, clipped ads used by other 
banks, samples of bank advertising lit- 
erature picked up in various places, and 
still other material, Herrick gets up a 
report which can be seen at a glance. 
The presentation is not always given in 
the same manner, but in general the lines 
followed are as will be briefly described. 

Bank directors usually make decisions, 
when a report has been presented, not 
on volume of words, but on important 
points. An employe who presents a writ- 
ten report may or may not get clearly 
before the directors the points on which 
they will base a decision. After he has 
read his report, all they may have in re- 
viewing the situation is what they re- 
member of it. Suppose copies are placed 
in their hands—there is still the matter 
of wading through the text to get at the 
important things. 


IMPORTANT POINTS IN 
OUT PLAN 


WORKING 


Important points, skeletonized, writ- 
ten in lettering which can be read at a 
distance—these are the groundwork of 
the system adopted by the United States 
National Bank’s advertising manager. A 
certain advertising campaign is proposed, 
for example, because of the twentieth an- 
niversary of the bank. In this special 
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instance, Herrick covered one side of his 
wall board with samples of advertising 
literature which other banks had issued 
at the time of anniversaries. As a great 
many banks have had anniversary adver- 
tising literature, it was not difficult to 
secure a comprehensive exhibit. He pre- 
sented that side first. “Here,” he said in 
effect, “is what other banks have been 
doing. I believe we should do something 
quite different.” Then, he turned the 
wall board over and presented his pro- 
posal. 

Not one, but a number of proposals 
are put forward. One of these, usually, 
Herrick thinks is the best—the thing the 
bank should decide to do. However, he 
presents more than one plan of proce- 
dure. The nature of each proposed plan 
is clearly indicated. If a series of ad- 
vertisements of a certain type is involved, 
there is quite likely to be a sample ad- 
vertisement. If a booklet is involved, 
matters to indicate the nature of the 
booklet are presented. 


THE DIRECTORS IN 
A DECISION 


ASSISTING REACHING 


To assist the directors in making a 
decision, the advertising manager pre- 


sents arguments. Here, however, there 
is radical departure from the common 
practice. Herrick presents arguments 
not only for a proposed advertising en- 
terprise, but against it. A large single 
sheet of paper will have listed at the top 
the advantages—several of them. Below 
this will be a listing of the disadvantages. 
When an employe submits a report, and 
makes a recommendation, the general 
custom is to leave it to the directors to 
find the disadvantages. ‘The employe 
presents as conveniently as he can the 
advantages, his definite and clear aim 
being to “sell” the course which he be- 
lieves the right one. Herrick does 
nothing of the sort. He gives the prin- 
cipal arguments on both sides, and leaves 
it for the directors to indicate their de- 
cision. Usually, they decide the thing is 
best which he thinks best—not always. 
If they do not, however, there is still a 
proposed course for them to consider 
and, perhaps, to adopt. A choice may be 


offered, for example, between a news- 
paper advertising campaign, combined 
with a booklet for free distribution, and 
an advertising novelty involving a coin- 
saving feature. 

Some of the advertising of this bank 
is planned for months ahead, continuing 
over a long period as initially approved 
by the directors. 

Some of the advertising, however, is 
subject to modification and change. Her- 
rick may go before the directors, with his 
big piece of wall board and say in effect, 
“This is what we have done during the 
last three months. This is what we have 
accomplished. If you believe business 
conditions are going to be good during 
the months just ahead, this is what I 
recommend. If you believe they are not, 
this is the plan I propose.” Having de- 
cided what business conditions can be 
expected, the bank directors have before 
them an advertising plan fitted to the 
condition, whatever it is. 


SHOWING RESULTS OF ANALYSIS 


Figures and statements based on local 
research, indicating the advisability of 
advertising along certain lines, may be 
the first matter placed on the wall board. 
A few months ago, for example, the 
advertising manager of this bank made 
an analysis of building operations in 
Denver for 1924 and for 1925. He 
showed on his board the amount of 
money involved, how much of it was 
cash and how much loaned. Other 
figures gave the number of building 
craftsmen in the city, the number of con 
tractors, the number of building material 
firms, the number of real estate offices. 
Some attention was given to the question 
of how much of the business the United 
States National Bank had had in the 
past, and what it could aim for in the 
future. Having decided from the data 
given in skeleton form, whether special 
advertising work would be a good plan, 
the directors could then pass on, if their 
decision was affirmative, to consideration 
of advertising plans proposed. 

The pro and con presentation of ar’ 
guments was an idea picked up by 

[Continued on page 737] 
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SHOULD LONG TERM CREDITS BE GRANTED 
TO FOREIGN BUYERS ? 


By ALLAN B. Cook 


to foreign buyers? Should the Amer- 

ican manufacturer give his customers 
in Manila, Manaos and Madrid from 
sixty days to four months time after the 
arrival of the merchandise before requir- 
ing payment from them? This problem, 
which faces us today, will confront us 
constantly and must, therefore, have im- 
mediate attention. The solution of any 
problem lies largely in that analysis 
which will reduce it to its fundamentals, 
which is merely another way of saying 
that it should be broken down to its 
separate important phases. 

In the case of long term credits, there 
are three fundamental factors involved 
which should be considered in the order 
of their relative importance. The first 
is the attitude of the American manufac- 
turer with respect to selling in the world 
markets as opposed to his policy regard- 
ing his domestic business. The second, 
an equally important point to consider, 
is the effect of long term credits upon 
the foreign buyer; while the third factor 
is the matter of the American banker’s 
attitude toward financing export trade. 


I it wise to grant long term credits 


PRELIMINARY STEPS TO SUCCESS OF 
CAMPAIGN 


Everyone knows that the American 
manufacturer who is trying to introduce 
his goods into a portion of our domestic 
market where they have never been sold 
before, takes preliminary steps to insure 
the success of the campaign. His first 
move is a careful analysis of the terri- 
tory he plans to cover so that he can 
secure reliable and reputable representa- 
tives for his line or establish his own 
branch offices at certain strategic points, 
if that seems the wiser course. The next 


step in the program is the adaptation of 
his sales policy to meet the prevailing 
custom in the market as regards credit, 
service and approach to the consumer. 
In short, the manufacturer when de- 
veloping a domestic market must meet 
competition and yet conform to first 
principles of sound merchandising. If 
he does not do so, his sales campaign 
will look like a 1913 Ford trying to get 
away in heavy traffic. 

“I know that,”. says some manufac- 
turer, “but I cannot see that that has 
any particular bearing on the matter of 
granting credits abroad.” Regardless of 
his protests to the contrary, the matter 
of the application of these methods to 
the development of the world’s markets 
is of prime importance as shown by an 
experience a large automobile company 
had some time ago. This concern re- 
duced the prices of its product to all 
domestic dealers and rebated the amounts 
involved on unsold cars which were 
actually held by these dealers, but the 
same liberal policy was not followed in 
the export field. This meant that dealers 
in Texas along the Mexican border were 
in a position to undersell similar dis- 
tributors just over the imaginary line 
which separates the two countries. 
Naturally, wails of despair emanated 
from Tampico and similar places, but 
unfortunately these protests were not 
recognized as of any importance and the 
final outcome of the matter was that the 
American manufacturer lost to his com- 
petitor the best of his Mexican dealers 
and was forced to replace them with con- 
cerns which were decidedly second-rate 
as regards sales ability and financial 
standing. His export manager probably 

[Continued on page 737] 
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Main banking room of the First Trust & Savings Bank, 
Hammond, Ind. 


A* unusually interesting interior 
executed in Italian. travertine 
stone and imported marbles, with 
beamed ceiling in genuine oak richly 
decorated in the Italian style. 


Design, Engineering Service, 
Construction «Management by 


WEARY AND ALFORD COMPANY 


Bank and Office Buildings 
1923 Calumet Avenue 
Chicago 
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SECURING ADDITIONAL INDORSER WITH- 
OUT MAKER’S CONSENT NOT A DEFENSE 


N the case of Caudill v. First National 
l Bank of Prestonsburg, Court of Ap- 

peals of Kentucky, 277 S. W. Rep. 
310, it appears that the defendant signed 
a note as maker and delivered it to the 
payees. Subsequently, the payees se- 
cured the indorsement of A. J. May on 
the note and the plaintiff bank, which 
had theretofore refused to take the note, 
discounted it. In an action by the bank 
against the defendant as maker, it was 
held that the fact that May’s indorsement 
was secured on the note without the 
maker’s knowledge or consent was no 
defense and that the defendant was 
liable. 

Action by the First National Bank of 
Prestonsburg against John Caudill and 
others. From a judgment for plaintiff, 
defendant named appeals. Affirmed. 


OPINION 


SANDIDGE, C.—It appears herein 
that on December 5, 1922, appellant, 
John Caudill, executed and delivered his 
promissory note for $750 to W. H. 
Craft and Mary B. May. The note in 
form was a negotiable instrument, and 
was payable at the First National Bank 
of Prestonsburg, Prestonsburg, Ky., four 
months after date. That bank be- 
came its holder in due course by pur- 
chase after it had been indorsed by W. 
H. Craft, Mary B. May, A. J. May, and 
W. M. Caudill. When due, payment 
was demanded and refused, and the note 
thereupon was protested for nonpay- 
ment. Thereafter appellee instituted 
this action to recover from the maker and 
indorsers the amount of the note with 
interest and protest fees. Appellant, 
John Caudill, filed an answer, to which 
the trial court sustained a general 
demurrer. He declined to _ plead 


further. Whereupon his answer was 
dismissed, and judgment was entered 
against him on the note in question. From 
that judgment he prosecutes this appeal. 

By his answer appellant undertook to 
avoid liability for having executed and 
delivered the note in question by plead- 
ing that after he had executed and de- 
livered it to W. H. Craft and Mary B. 
May, they and the defendant W. M. 
Craft indorsed it, and the payees in the 
note undertook to discount it to appellee 
upon that indorsement, but that appellee 
bank declined to purchase the note with 
only that indorsement. Appellant plead- 
ed that thereupon he had nothing 
further to do with the transaction, but 
that he is informed that thereafter the 
payees in the note procured A. J. May 
to indorse it, and appellee bank there- 
upon purchased the note. 

We are unable to understand what 
principle of law appellant relies upon to 
absolve him from liability if the truth of 
the facts pleaded by him be conceded. 
The note sued on shows for itself that 
appellant was the maker, and that W. H. 
Craft and Mary B. May were the payees. 
Appellant does not deny that he was the 
maker of the note or that he signed it. 
He seeks to be relieved of the conse- 
quences of having done so solely upon the 
ground that after he had signed and de- 
livered the note to the payees, and after 
they had procured one indorser, appellee 
bank declined to purchase it, and that 
thereafter, without his knowledge or con- 
sent, the payees of the note procured an- 
other indorser satisfactory to the bank, 
and it thereupon purchased the note. 
Manifestly, that contention cannot be 
upheld, and the trial court properly sus- 
tained a demurrer to the answer plead- 

[Continued on page 741] 
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SEASONAL VARIATIONS OF BUSINESS IN 
THE BALANCE SHEET 


By M. E. RoBERTSON 


N the samples of analysis, such as 
| those given in the article “Statement 
Analysis” in the last issue of THE 
BANKERS MAGAZINE, examples were 
given as‘to the type of memorandum 
which could be written, which would 
give a brief synopsis of the balance sheet 
showing; and the questionnaire of im- 
portant desirable additional data. Memo- 
randums can be drawn out considerably, 
both as to comments and questionnaire, 
but the loaning officers of a bank are 
only interested in reasonable questions 
and do not care about detailed compari- 
sons of small changes in the amount of 
the various items. Such comparisons are 
eye comparisons for the comparison form 
to reveal. Many examples could be given 
of memorandums and still cases would 
arise which would require a different sort 
of a memorandum entirely. It is a case 
of common sense, studying all details, 
considering every angle but arriving at 
definite conclusions regarding the show- 
ing and writing for the loaning officer 
the gist of the situation and not a lot of 
detailed figure comparisons. 

In previous articles it has been men- 
tioned that the balance sheet discloses the 
condition as of one day only. Failure to 
understand and appreciate this fact, to- 
gether with the seasonal phase of the 
business is perhaps cause for more embar- 
rassment to the young and inexperienced 
credit student than any other reason. A 
company might show a three for one ratio 
January 1. The banker might be fur- 
nished with a statement of the same com- 
pany April 1, and it might show one and 
one-half for one. A student failing to 
appreciate the foregoing principles feels 
that the company is bound for the rocks. 
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In order to obtain a better view of 
this situation, take the statements of say 
a wholesale dry goods jobber, should he 
make one at the end of each month of 
the year instead of once a year. The 
ordinary jobber has two seasons of busi- 
ness. He makes his purchases for the 
spring season in August, September, 
October and November. Those from 
whom he makes the purchases ship him 
samples in August, September, and Oc- 
tober, on the basis of which samples the 
wholesale dry goods jobber puts men on 
the road and takes orders. Those from 
whom he has made purchases make ship- 
ment to him heaviest in November, De- 
cember, and January, usually on terms 
of 2 per cent., ten days, April 1. The 
wholesale dry goods jobber will in turn 
make shipment against the orders which 
he takes in January, February, and 
March, on terms of either 70 days or 
2/10 April 1. This will make his col- 
lections heaviest in April, May and June. 

For the fall season, the jobber makes 
purchases of stock in February, March, 
April and May. His samples are shipped 
to him in February, March and April, 
when he sends salesmen out on the road 
to take orders. The jobber receives his 
stock in May, June, and July, making 
shipments in July, August, and Septem: 
ber on 70 days or October 10 dating, 
which makes his collections heaviest in 
October, November, and December. 


WHERE THE SEASONS OVERLAP 


It is evident, theretore, that in this 
particular line of business ome season 
overlaps the other and it is this feature 
that brings about the fact that very fre: 
quently a footnote will be shown on the 
November 30 or December 31 statements 
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of the wholesale dry goods jobber reading 
somewhat as follows: “Merchandise pur- 
chased for future season in amount of 
$467,896 is not included in merchandise 
inventory above, nor is the liability set up 
therefor.” Such procedure is considered 
proper, although it is obvious from a 
common sense standpoint that it is in- 
ventory and there exists a liability there- 
for. From the banker’s standpoint, he 
does not care so much about whether one 
season is over and the other not yet 
started, but is primarily interested in 
what the company has in the form of 
assets, and what it owes. It is, therefore, 
customary to figure the current ratio and 
debt both ways; i. e., with merchandise 
in inventory and the debt set up, and also 
as shown by the balance sheet submitted. 
Of course, an equal amount being added 
to the assets and liabilities, the net worth 
and the net working capital of the com’ 
pany are unchanged, but the ratio is con- 
siderably lower. Follows a balance sheet 
at the end of each month for a wholesale 
dry goods jobber covering one season: 
These figures are drawn up, assuming 
that the regular statement has been made 
December 31, and that the goods which 
are on hand for the spring season have 
not been included in the inventory, nor 
has the liability been established, but it 
has been considered such merchandise 
was on hand in the usual way, a foot- 
note being made on December 31 
statement, and that on January 1 or 2, 
following, the crates have been broken 
and the merchandise actually taken 
into stock. The same condition pre- 
vails with regard to the June 30 state- 
ment as shown by the table on page 
694. 

Reference to this table will give a good 
idea of the seasonal phase, the accumula- 
tion of merchandise, its sale or transfer 
to receivables and the realization on re- 
ceivables or the receipt of cash. Trade 
indebtedness is incurred for the accumu’ 
lation of merchandise. Bank borrowings 
are made to take advantage of trade dis- 
counts. When accounts receivable be- 
come cash, bank borrowings are liqui- 
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dated. From the example of monthly 
balance sheets during one season, it is 
evident that should the analyst receive 
a balance sheet of the particular company 
outlined as of March 1 or April 1 with 
a ratio of around 1.43 or 1.36, he might 
get a sudden heart attack should he fail 
to realize the seasonal nature of the busi- 
ness. The banker gets the statement of 
such a company as that outlined usually 
on December 31, or June 30. It is not 
out of order, therefore, that he should 
inquire as to the point of maximum debt, 
as it is at the time of maximum debt or 
peak of season that the concern usually 
gets into difficulties. 

With regard to monthly statements, of 
course, it is realized that they are not to 
be furnished usually because of the in- 
ventory feature. If the concern runs a 
perpetual inventory record, it can supply 
monthly statements, and of course, most 
concerns take a trial balance at the end 
of each month (see Preparation of 
Statements June 1925 issue) and from 
this the balance sheet items can be taken 
and an inventory estimated which would 
be required to break even on operations. 
In the example given, it is assumed that 
inventory was taken at the end of each 
month. Note the decrease in net worth 
February 1 of $25,000 over January 1. 
This was a month when shipments were 
moderate, expenses were heavy, and a 
loss was incurred. In February the ship- 
ments of orders taken were made (note 
increase in receivables) and a substantial 
profit was made. In the manufacturing 
line, this would be more prominent than 
in jobbing and retailing. Profit is made 
on the books when the goods are shipped 
and the receivables are entered on the 
books. During the time when goods are 
being bought, labor expense is heavy (the 
manufacturing time) and shipments are 
light, hence losses are shown. But the 
merchandise is made in the case of the 
manufacturer, and bought in the case of 
the jobber and retailer, in the hope and 
belief that it will soon be transferred into 
receivables at a figure to show a profit. 

In the example taken a bank debt at 
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the light season is shown. Many con- 
cerns do not entirely clean up with banks 
nowadays, but always have bank money 


have to be taken in and time when man- 
ufacturing activity will have to be at its 
height in order to have merchandise 


(In thousands of dollars) 


December January February March 


31 31 
$ 175 
600 


1,200 


Accounts receivable .... 
Merchandise 


April 
30 

$ 225 

1,000 

800 


May 
31 
$ 250 
900 
600 


June 
30 
225 
550 
490 


28 
$ 150 
1,000 
1,000 


31 
$ 150 
1,500 
900 


$ 





1,200 
200 


1,975 
200 
10 


Total current assets... 
Real estate and building 
Miscellaneous 


2,025 
200 
10 


1,750 
200 
10 


1,265 
200 
8 


2,150 
200 
12 


2,550 
200 
12 





2,185 


2,362 2,762 2,235 1,960 1,473 








300 
1,045 
15 


Bills payable 
Accounts payable 
Miscellaneous 


950 500 
75 50 
15 5 


450 
1,385 
25 


350 
1,125 
20 


1,000 
300 
25 





560 1,360 


50 


Total current liabilities 
Mortgage 


1,323 
50 


1,040 555 
50 50 


1,495 
50 


1,860 
50 





610 1,410 
600 


175 


Total liabilities ...... 
Capital stock 
Surplus 


1,910 
600 
252 


1,375 
600 
260 


1,090 605 
600 600 
270 268 


1,545 
600 
217 





2,185 


2,362 2,762 2,235 1.960 1,473 








1,975 
1,360 
1.45 
615 


Current assets 
Current liabilities 
Ratio 


in the proposition. They are not steady 
borrowers with any one bank as they 
rotate their bank lines. In some lines of 
business, the seasonal phase does not 
enter in to any extent. The business 
runs more or less on an even keel 
throughout the year. It is, therefore, all 
important that the analyst in endeavoring 
to analyze a company’s balance sheet 
know the nature of the company’s busi- 
ness, the time of heavy purchases and 
manufacturing, the time of heavy ship- 
ment, and the time of heavy collections, 
and point of light debt. In the case of 
the seasonal business, it is obvious that 
statements at different times of the year 
are not comparable. 


BUDGETING CREDIT REQUIREMENTS 


An understanding of the company’s 
line of business, the volume of contem- 
plated, past experience with regard to 
collections, time when raw material will 


2,550 
1,860 
1.36 
690 


2,025 
1,325 
£32 
700 


1,750 
1,040 
1.68 
710 


1,265 
555 
2.27 
710 


2,150 
1,495 
1.43 
655 


ready for delivery on time, etc., all con- 
tribute with many other features to en- 
able the company’s treasurer to work 
out a budget of requirements. Going 
back over the records for a period, or 
familiarity with the experience of others, 
enables him to arrive at a rather accurate 
approximation of the requirements all 
during the season. He gets the contem- 
plated sales from the sales department. 
He can estimate raw material necessary 
to make the merchandise to fill such 
sales. Goods are ordered and deliveries 
arranged according to the time when they 
can be taken in the works. Maturity of 
trade debts is known; expenses can be 
estimated; shipments by periods can be 
estimated; and from this, estimated col: 
lections and an accurate idea can be 
gained of borrowing requirements, etc. 
Follows an example of a summary budget 
which could be worked up to give an es 
{Continued on page 749] 
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Established 1818 
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Letters of Credit 


in use by bor travelers 

for nearly 75 years and are 
————— recognized upon presentation in 
all parts of the world. They are issued 
by ourselves or they may be issued by 
accredited banks over theit’ own signatures 
either in dollars or in sterling. 











BROWN, SHIPLEY & COMPANY 


Established 1810 


Founders Court, Lothbury Office for Travelers 
London, E. C. 123 Pall Mall, London, S. W. 
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Equitable Foreign 
Banking Service 


Through the New York 
office of The Equitable 
and the five foreign offices 
described below, radiates 
a system of 11,000 cor- 
respondents extending 
throughout the world. 


In London: 


The two offices of The 
Equitable in London assist 
in financing the ever-grow- 
ing export and im * 
trade between Great 

ain, her Colonies, and the 
United States; and serve 
the ever-increasing num- 
ber of American visitors 
to London. 

The main office is in the 
heart of the financial dis- 
trict at 10 Moorgate, E. C. 
2, and near the Bank of 
England. The second of- 
fice is in Bush House, near 
the shopping and hotel 
districts. 


In Paris 


The Equitable in Paris is 
one of the largest banks in 
that city. During the last 
two years, it has ranked 
from twelfth to fourth in 
clearings in the Paris clear- 
ing house. Its convenient 
location, 23 Rue de la Paix, 
has made it extremely 
popular with continental 
travelers and its consci- 
entious, painstaking serv- 
ice has steadily increased 
its patronage. In addition 
tothe various departments 
of a modern bank and trust 
company, the office main- 
tains a separate depart- 
ment for women and a 
special travel service de- 
partment. 


In the Far East 


The Equitable Eastern 
Banking Corporation is a 
subsidiary of The Equi- 
table Trust Company with 
offices at 37 Wall Street, 
New York, Kiukiang 
Road, Shanghai, and 
Queens Road, Hong Kong. 
Its officers are officers of 
oe —_— Trust Com- 


Pathe Equitable Eastern 
Banking Corporationgives 
correspondent banks,man- 
ufacturers, importers and 
exporters the advantages 
of a bank devoted exclu- 
sively to Oriental business, 
which i is thoroughly famil- 
iar with the markets and 
customs of the East. 

When your customers 
travel with an ETC Letter 
of Credit imprinted with 
the name of your bank, 
they benefit by the tre- 
mendous scope of The 
Equitable’s foreign and 
travel services, and your 
bank benefits by the un- 
usual prestige The Equi- 
table enjoys among for- 
eign banks and business 
men. 





Letters of Credit 
imprinted with the name 
of your bank 


The Equitable will issue its ETC 
Letters of Credit, imprinted with the 
name of your bank. They will entitle 
your customers to the foreign travel 
and foreign banking services our cus- 
tomers so highly appreciate. 


Read the column at the left... 
then communicate with the nearest 


office of The Equitable. 


HE EQUITABLE 
TRUST COMPANY 


OF NEW YORK 
37 WALL STREET 


UPTOWN OFFICR: Madison Ave. at 45th St. 


IMPORTERS AND TRADERS OFFICE: 
247 Broadway 


DISTRICT REPRESENTATIVES 
PHILADELPHIA: Packard Building 


BALTIMORE: Keyser Bidg., 
Calvert and Redwood Ste. 


CHICAGO: 105 South La Salle St. 
SAN FRANCISCO: 485 California St. 


LONDON PARIS MEXICO CITY 


Total resources more than $400,000,000 


























THE CANADIAN FEDERAL TARIFF BOARD 
By J. W. Tyson 


regarding with passive approval 

the appointment of a tariff board 

by the Federal government. The suc- 
cess of this board, it is realized will 
depend very largely upon its constitution, 
its powers and whether its functions 
can be kept clear of political influence. In 
view of the experiences of the civil serv- 
ice commission in Canada, and in view 
of the recent testimony in connection 
with the tariff board in the United States, 
there would seem to be reason for doubt 
as to in how far the new body will be 
successful from an economic and scien- 
tific standpoint. However, such has been 
the experience of business with taxation 
during and since the war, that any step 
which promises to permit of study of 
proposed levies or tariff changes is re- 
garded as an improvement in the situa- 
tion. This is particularly the case since 
the Progressive party, made up largely of 
agricultural representatives from West- 
ern Canada, is in a position to dominate 
the policies of the government, because 
it holds the balance of power in numbers, 
and its influences are regarded as inimical 
to industrial and financial interests. The 
board will be advisory to the minister of 
finance, who controls the national budget. 
Although taking no active part in the 
arrangements leading to the appointment 
of the tariff board, Canada’s bankers 
have a distinct interest in anything which 
will work for the stabilization of indus- 
try. Particularly since the election of 
the present government, which has the 
backing of low tariff rather than high 
tariff sentiment, there have been many 
changes and interpretations which have 
had a disturbing effect. In view of the 
present high costs of production and keen 
competition, it is of the first importance 
that the manufacturer who seeks a line 
of banking credit should be in a position 


(Cr resntig business interests are 


to present a business budget of a definite 
character. Such a budget is difficult, if 
not impossible, of formation when there 
is uncertainty as to the extent or per- 
manence of the tariff protection under 
which the industry is operating. For 
this reason bankers welcome anything 
which will tend for tariff and taxation 
stability to enable their customers to more 
definitely budget their banking require- 
ments. 

General conditions throughout the 
country continue to show improvement. 
Car loadings are about 5 per cent. higher 
for the year to date. Grain receipts for 
the season are more than 50 per cent. 
higher. Railway earnings are up about 
10 per cent. Pig iron output is 3 per 
cent. greater. Bank clearings are up more 
than 20 per cent. Savings deposits in 
the banks are 5 per cent. higher and 
current loans about the same amount 
lower; there is plenty of money avail- 
able. Building permits issued during the 
first two months of the year showed an 
increase of about 9 per cent. Exports 
for the last year show an increase of 
more than 20 per cent. and the balance 
of trade in Canada’s favor is about 43 
per cent. 

Not only do these barometers indicate 
business improvement, but it is felt that, 
so far as Canada is concerned, there has 
been little, if any, inflation of credit and 
that the improvement should continue. 
At the same time the reaction in Wall 
Street prices, the decline in commodity 
prices and certain indications of a decline 
from the peak of prosperity in the United 
States, have been influences which have 
created a spirit of caution, not only in 
investment circles, but in trade and in- 
dustry. Business in Canada, it would 
seem, may be expected to continue along 
at its present fairly satisfactory level as 


[Continued on page 752] 
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“Paris is an ocean... 
however carefully you 
search ... there will remain 
Some virgin region, some 
unsuspected cavern...” 

“Pere Goriot”—Balzac 


























It’s true of all France 


not Paris alone! So why not step into that 
alluring country six days before you had expected 
to ... and bask in the well known French serv- 
ice as it sails the high seas. 

For you can go to France on a bit of France 
itself ...a French Liner. With its quick cam- 
araderie among interesting passengers. Its sun 
deck that invites an easy chat . . . an invigoratin 
deck game. Its cuisne that tempts the soul o 
a gourmet. Its vivacious parties and gay dances. 

All too soon you are in Paris ...a Marco 
Polo in the making. You discover quaint, irresis- 
tible shops, imposing restaurants, the calm of the 
wide, green-shaded Bois. Over all, the indefinable 
charm and gayety of springtime in Paris! 

Turn to the French Alps. Cling to that snow- 
capped roof of the world ler a while. Then down 
to one of the beaches. To the ‘azure coast’ of the 


Riviera. Or to Biarritz, now the most fashionable 
resort in all Europe. 

Suddenly you find you have discovered, for 
yourself, the beauty of France. Your soul has 
expanded as well as your lungs. And the cost 
of this great adventure has been no more than 
that of your usual summer spent in the usual 
way. For even touring in France... and living 
comfortably ... is surprisingly inexpensive! ; 

The de Luxe Liners, the Paris sat Peters. sail 
to Plymouth, England . . . then to Havre, the port 
of Paris. While the One-Class Cabin Liners, the 
De Grasse, Rochambeau, La Savoie and Suffren, 
go direct to Havre. No transferring to tenders. 
Just down “the longest gangplank in the world” 
. «+ and a special boat-train waiting to carry you 
through flowering Normandy to Paris in three 
hours. 


dreneh Line 


Compagnie Générale Transatlantique, 
19 State Street, New York 


Offices and Agencies in principal cities 
of Europe, Canada and the United States. 
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THE FINANCIAL AND ECONOMIC 


SITUATION 


ABROAD 


By WILLIAM HAYES 


ment of the coal industry dispute 

overhangs all business in Eng- 
land, and is creating a stagnant condition. 
During the early part of March many 
buyers seem to have decided that pre- 
cautions had better be taken against a 
coal shortage, and their orders brought 
some activity to the market.. Trade in all 
lines brisked up, unemployment de- 
creased slightly, and money tightened, 
though this last was attributed by most 
to the revenue collections by the Gov- 
ernment, rather than to more active 
trades. But this activity was not main- 
tained. There was a pronounced lull in 
activity in the latter part of the month, 
and money eased up, giving some sup- 
port to the theory that its former firm- 
ness was due to more active trade. 

The stock market has been showing 
but little activity for some time. In 
England as in the United States many 
small investors entered the market last 
fall, and are now being gradually elim- 
inated by the steady decline of prices. 
The London Stock Exchange has re- 
gained considerable of its independent 
standing, for the disastrous slump on the 
New York Stock Exchange had but little 
effect on England. 

This condition is also reflected in the 
investment market where new capital is- 
sues have been encountering considerable 
resistance. An issue of £4,750,000 of in- 
dustrial securities, guaranteed by the 
Government, and offered on a 5 per cent. 
basis was almost entirely ignored, only 
about one-fifth of the issue being sold. 
Later, an issue of New South Wales, 
about half the size of the one named 
above, was also a comparative failure. 
This was true also of several smaller 
issues 


[J inert of the cot over the settle- 


Casting about for someone on whom 
to blame this condition, the correspond- 
ents report that “market opinion” is that 
such a condition is due to American com- 
petition forcing the English buying group 
to bid for the loan at too high a price, 
therefore making its selling price too 
high. Anticipating the objection that if 
they had to bid too high, they should 
have let the Americans take the loan and 
float it in New York, it is pointed out 
that in several instances recently foreign 
loans bought by New York bankers have 
been resold largely in London. It is 
said, for example, that 90 per cent. of 
the Commonwealth of Australia 5 per 
cent. loan found its way to Great Britain. 
A London correspondent of the New 
York Times, commenting on this situa- 
tion, says: 


AMERICAN COMPETITION BLAMED FOR 
FAILURE OF LOANS 


“The feeling is that New York issuing 
houses apparently want this business, but 
do not want to keep the securities, which 
evidently still fail to find a ready market 
in the United States. If American 
bankers are really in earnest about se- 
curing a larger share of the best type of 
any national financing the opportunity 
now exists, but it will not help either 
America or England if immediately the 
business is secured the real burden of 
financing the borrowers is cast upon us 
by resale of the securities.” 

This is singular reasoning. The writer 
should certainly know that the business 
of investment houses is the purchase and 
resale of securities, that they certainly 
do not want to “keep the securities.” 
If they can be sold more readily in Eng- 
land than America, why not sell them 
there? With such a demand for these 
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t } KADEL & HERBERT, NEW YORK 
The Italian Debt Commission to England, signing the recent funding agreement with 
that nation. Seated left to right: The Marquis della Torretta (Italian Ambassador 
to England), Signor Grandi, Count Volpi, Winston Churchill, Sir Otto Niemeyer, 

and Leith Ross. 


securities in England, if English houses 
do not buy them for resale, or if when 
they do buy them, they price the issues 
so high their customers refuse to pur- 
chase, why should New York investment 
bankers be blamed for buying and selling 
in the regular way? The cost of dis- 
tribution of securities is greater in the 
United States than in England, and this 
fact alone should give the British invest- 
ment bankers an advantage. Add to this 
the cost of reshipping the securities to 
England after they have once been 
brought here, there should be a consider- 
able margin of profit for enterprising 
houses. But the cry of “no fair,” raised 
by these correspondents, is childish. 


THE BUDGET SITUATION 


Revenue collections in Great Britain 
for the year ending March 31, 1926, 
amounted to £812,061,658, and expendi- 
tures totaled £826,099,778, making a 
deficit of approximately £14,000,000. 
The deficit is due to the coal subsidy of 
£19,000,000, which was not provided for 





originally in the budget. Five million 
pounds of the subsidy was paid out of 
current revenue, and the remaining £14, 
000,000 was borrowed from the £50, 
000,000 set aside for the redemption of 
the national debt. 

In the budget for 1926-27, it is re- 
ported that the subsidy will be only 
about $4,100,000. The total budget for 
next year, in spite of a reduction of be- 
tween eight and ten million pounds by 
the Economy Bill, shows an increase of 
about £13,000,000 over the 1925-26 bud- 
get. Neither the new budget nor the 
Economy bill are viewed with any satis’ 
faction. The London Economist calls 
the Economy Bill “one of the worst 
examples of legislation by reference re- 
cently presented to the House of Com: 
mons.” The economies are effected by 
reducing the grant to national health 
insurance, increasing the charge for med- 
ical benefits, and various other reductions 
in payments for social services. The new 
budget balances without any tax increase, 
but the Statist says that “one cannot help 
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pointing out that it would have been pos- 
sible to go beyond this and effect a sub- 
stantial reduction in taxation.” Com- 
menting on Mr. Churchill’s address on 
the budget, it says that it “illustrates in 
the most striking fashion the stranglehold 
on industry occasioned by the present 
huge extent of the public social services, 
a direct result of the insensate competi- 
tion in bribes to the electorate that has 
been a feature of succeeding general elec- 
tions since the war.” 


REPORT ON THE SUPERPOWER SCHEME 


Two months after the Prime Minister 
made his Birmingham speech outlining 
the plan for a great superpower system 
for England, the Weir Report, giving 
the details of the plan, was published. 
The idea of the plan is not new, nor does 
it claim to be. It is the magnitude of the 
undertaking that compels attention. 

The plan contemplates the establish- 
ment of a Central Electricity Board by 


Westminster Bank Limited 


AN ENGLISH BANK preserving an English tradition 
throughout a system of over 900 branch offices, and 
represented in every banking town in the world. 
Vast resources combined with nearly a century’s 
accumulated experience equip it for the character- 
istic service it places at its customers’ disposal. 


Authorised Capital : $165,000,000 ($5=£1) 


New York Representative 
C. M. PARKER, 68 WILLIAM STREET 


HEAD OFFICE: 41 LOTHBURY, LONDON, E.C.2 
NE NENE NE RE NE NE NE NE NE NE NE NE NE NE NE NE NE NE NE NE NE ME MEME ME MEME 











the Ministry of Transport, under which 
the existing power stations will be con- 
nected within their districts, and the dis- 
tricts will be connected, thus reducing 
the amount of excess capacity. At the 
present time it is calculated that 68 per 
cent. of the total plant is excess capacity, 
used only to supply electricity during 
the peak load period. Under the inter- 
connected system, with the peak draft 
coming at different times, this excess ca- 
pacity can be reduced to 25 per cent. 
When the companies are thus inter- 
connected, their total output will be 
sold to the Central Electric Board at a 
cost based on generating costs, repairs 
and maintenance, wages and salaries, de- 
preciation, etc., and interest on capital 
expended. Averaging the cost of the 
electricity from the various stations, a 
uniform price for consumers will be es- 
tablished. The stations will be allowed 
to buy back their electricity requirements 
from the board at the price at which they 
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Vice-president Charles G. Dawes and 
Sir Robert Kindersley senior partner of 
Lazard Freres and a director of the Bank 
of England. General Dawes and Sir 
Robert were World War cronies, and were 
also associated later in drawing up the 
Dawes Plan. In an address before the 
Bond Club of New York, Sir Robert 
seriously suggested that extravagant spend- 
ing by the United States, and thrift by 
Europe would aid in the restoration of 
normalcy. 





sold them, or at the uniform price, which- 
ever is lower. 

The money for the interconnecting 
lines is to be raised by the central board, 
under a Treasury guarantee, up to a 
maximum of £33,000,000. 

Most of these provisions have been in- 
cluded in the Electricity Bill, with the ex- 
ception of the Central Electricity Board. 
Under the bill, the board is subordinate 
to the Electricity Commissioners, and 
does not have enough freedom of action. 

It seems strange that these proposals 
should be viewed with comparative sat- 
isfaction. To any thoughtful observer it 
must be evident that such a scheme is 


another step of the Government into 
business, another step toward socialism. 
Even though the inter-connected com- 
panies remain as separate corporations, 
once so connected and under a govern- 
ment board, it will be a short jump to 
government operation and ownership. 
Evidently socialism is advancing steadily 
in England (witness the compulsory con- 
solidation of their railroads, and the coal 
subsidy), and it seems quite possible that 
in time we may witness another “blood- 
less revolution” in that country, when the 
principles of the socialistic state will have 
a real try out. So far the slight appli- 
cation of socialism to British trade does 
not seem to have: benefited it. 


BRITISH EXPLANATION OF AMERICAN 
PROSPERITY 


Bertram Austin and W. Francis Lloyd, 
two young Britons, have written a book 
on “The Secret of High Wages,” based 
on a trip to America and interviews with 
leading captains of industry, in which 
they list nine reasons for the prosperous 
development of the United States: 

1. Promotion in America is by merit. 

2. America sticks to the principle of 
small profits and quick returns, and 
wealth is made by fine margins of profit 
on immense and rapid turnover. 

3. Rapid turnover is secured by sim 
plification and cheapening of processes 
which necessitate less capital for a given 
output. 

4. America shows endless keenness in 
devising time-saving and trouble-saving 
appliances. 

5. The American employer is not hos 
tile to high wages. 

6. American manufacturers co-operate 
by exchanging ideas. 

7. Americans are vigilant and acute in 
eliminating waste and in conserving time, 
energy and space. 

8. American welfare methods double 
high wages in their stimulative effect by 
surrounding the workers with cleanliness 
and light and by seeking 1n every way to 
increase their conveniences and satisfac 
tion. 
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with 
Correspondents 
in all 


parts of 
the world 


First Avenue Office 


77th St. and First Ave. 








Complete Foreign Banking Facilities 


to render a complete service in both 
domestic and foreign banking. 


Since its organization in 1869 
the history of the Commonwealth 
Bank has been one of steady prog- 
ress and an ever increasing sphere 
of usefulness. 


Commonwealth Bank 


Spring Street and Bowery 
New York 


Lexington Office 
Lexington Ave. at 57th St. 


ITH resources of over twenty 
millions this bank is equipped 


Bronx Office 
155th St. and Third Ave 














9. Americans encourage research with 
magnificent intelligence, scouring the 
world to obtain the best research brains. 

All this is very complimentary, and no 
doubt most of the reasons set forth have 
had a share in American prosperity, but 
probably the most potent factor in it is 
the great supply of natural resources with 
which this country is blest. Goods are 
the things which every consumer desires, 
and it must necessarily follow that the 
country which has the largest amount of 
materials for creating goods, will be the 
most prosperous. Goods cannot be 
created by high wages or efficient meth- 
ods, any more than a man can lift himself 
by his own boot straps. 


THE CREDIT INSURANCE REPORT 


The committee appointed by Parlia- 
ment “to examine and report upon the 
extent to which benefit may be likely to 
accrue to export trade from insurance 


against the risk of bad debts” reports 
that while there is no demand for in- 
surance against “catastrophic” risks, there 
does exist a considerable demand for the 
insurance of exporters against the risk of 
bad debts, and that no facilities are avail- 
able adequate to meet this demand. 

At the present time the Government 
will insure export credit risks up to 42 
per cent. The committee says that the 
method of insurance is very satisfactory, 
but that the percentage of cover is much 
too small. Indemnity should be available 
up to 75 per cent. without recourse 
against the exporter. There should also 
be available for the exporter financial 
accommodation—that is, guarantee by 
the Government to the banks on the ex- 
porters’ bills, with recourse against him 
by the Government. Still another inter- 
mediate form of accommodation is sug- 
gested, whereby a percentage of the risk 
would be guaranteed with a proportion 
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of recourse against the exporter to be 
agreed upon. 

The report does not suggest that the 
Governmént undertake to provide such 
insurance facilities permanently, but 
merely until they are supplied by private 
initiative. Therefore, it is recommended 
that new business should not be under- 
taken by the Government after Septem- 
ber, 1929, by which time it is hoped that 
there will be several private companies 
which have built up sufficient informa- 
tion, on the nature of the risks to be in- 
sured, to be able to handle the business. 
There are already a few companies oper- 
ating in this field, and as their experience 
furnishes a basis on which to work, more 
may be expected to enter it. 


THE BUSINESS DEPRESSION IN GERMANY 


Further evidences are appearing that 
the worst part of the business depression 
in Germany has been seen. The number 
of unemployed shows a slight reduction 
of less than 1 per cent. in the period from 





March 1 to March 15. Bankruptcies in 
the first three weeks of March were 463, 
431 and 411, as against a weekly average 
of 483 in February. The Reichsbank 
has again reduced its official discount 
rate from 8 per cent. to 7 per cent., and 
has considerably increased its stock of 
gold. Interest rates on all loans have been 
reduced, and demand for credit from 
industries has fallen so low that the 
Reichsbank no longer is finding it neces 
sary to ration credit. The export balance 
of trade which appeared first in Decem- 
ber 1925 was repeated in January 1926. 
Thus the stage seems to be set for a 
business revival. If it were certain that 
costs have been reduced, and that in- 
ventories were fairly low (on which no 
figures are at present available) one 
might be certain that business revival is 
near at hand. 


BUDGET BILL PASSED 


Another element of uncertainty has 
been removed from the situation by the 
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The Coal & Iron National Bank— 
Fidelity- ce Trust Company 


FIDELITY Cay) 


Company, 
of NewYork ia 


ERVING a growing clien- 
tele “in the center of 
things financial”—Performing 
the promise of better service 


through increased facilities 
and meriting your considera- 
tion as a correspondent bank. 


120 BROADWAY 
EQUITABLE BUILDING 


In the Center of Things 
Financial! 


Resources 
Over Fifty Million Dollars 


Member Federal Reserve System 


passage of the budget bill providing for 
the reduction in taxation. Opposition to 
the tax on rents for a time threatened to 
overthrow the Cabinet. A compromise 
was arranged by the elimination of the 
wine, salt, and luxury taxes, postpone- 
ment until 1927 of the increase in the 
beer tax, and reductions in the property 
tax, the rents tax, and in the sales tax. 

In his original budget proposals, Fi- 
nance Minister Reinhold planned to re- 
duce the sales tax from 1 per cent. to .6 
per cent., but this rate had to be revised 
to .75 per cent. to effect the compromise 
detailed above. Thus the reduction in 
taxation will amount to only about 480,- 
000,000 marks instead of 500,000,000 as 
planned by Herr Reinhold. 


UNFAIR TREATMENT OF AMERICANS 
REPORTED 


Newspaper accounts say that Ameri: 
cans and other foreigners who have 





bought real estate in Germany from 1919 





to 1923 are being deprived of their prop- 
erty by a retroactive law, or by fraud. 
For example, one case is reported 
which an American was informed that 
he had not obtained the necessary munic- 
ipal consent to the purchase of a house in 
Berlin, whereas the consent was actually 
recorded in the German ground book. It 
is said that in practically every case that 
has come up, the German courts have 
ruled against the foreign owner on all 
sorts of technicalities. The favorite 
method is to show that the amount 
named as paid for a piece of property and 
the amount actually paid differ. 

All this is said to be carried on by the 
Schutzverband (protective association) 
which calls the attention of German 
owners to the fact that courts have been 
ruling for. Germans in all such cases, and 
urges them to get back their property 
without cost. This association is report- 
ed as boasting that it had caused the 
transfer of a judge who ruled against the 
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association and a German owner in such 
a case. The situation has become so seri- 
ous that a movement is on foot in the 
United States to organize a protective 
association of American owners of Ger- 
man property to combat the activities of 
the Schutzverband. 


FAILURE OF THE LEIPZIG FAIR 


The Leipzig Fair, which was held in 
the early part of March is now conceded 
to have been a failure, in spite of the 
large foreign participation. About 16 
per cent. of the old exhibitors stayed 
away, but it was not so much lack of ex- 
hibitors as the apathy of buyers which 
was responsible for the failure of the fair. 
About 6 per cent. of the exhibitors were 
foreign concerns, and there were about 
20,000 foreign visitors. But business in 
Germany is still too nearly prostrate to 
be revived by a single effort. 


“Dp” BANKS SHY AT RUSSIAN RISKS 


Last month the proposal before the 
Reichstag to have the Government 
guarantee 60 per cent. of sales to Rus 
sia on long terms was described. This 
proposal is now meeting opposition from 
the large German banks, who would be 
expected to finance the German exporters 
for their 40 per cent. of the risk. The 
banks feel that if they finance this busi- 
ness they are accepting more than the 
ordinary type of banking risk, and should 
be compensated for assuming such a risk. 
They, therefore, ask for interest at the 7 
per cent. Reichsbank ‘rate, plus 2 per 
cent., plus a special commission of 1% 
per cent., making a total rate of about 
11 per cent. The Russian Government 
and the German exporters both object 
that a rate of 11 per cent. is exorbitant, 
and that unless it is reduced to something 
around 9 per cent. the whole plan may 


be abandoned. 
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There has been some talk in the news- 
papers of having American or English 
banks finance this business, through a 
German banking consortium which 
would endorse the notes given, but this 
seems unlikely. The German banks do 
not object that they have not the money. 
They simply want more pay for more 
risk, which seems a reasonable request. 


MORE PESSIMISM ON THE DAWES PLAN 


Early in April the United States 
Chamber of Commerce published a re- 
port on Germany's economic position, 
which took a very pessimistic view. How- 
ever, when the report is analyzed, the 
reason for pessimism is found to be in 
the attempt to prophesy what will hap- 
pen, rather than in the reporting of the 
actual situation. 

The report finds it a warning signal 
that all the reparations thus far paid 
have been paid in kind, and feels very 
gloomy over the prospect that all pay- 
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ments in 1926 will probably have to be 
in kind. The burden is already heavy, 
says the report, but “the test year will not 
come until 1928-29 and there is much 
authoritative opinion both inside and 
outside Germany to the effect that the 
second annuity year represents about the 
limit of reparation capacity, not only be- 
cause it marks Germany’s maximum ex- 
port surplus, but likewise because it is 
the limit of the Allies’ willingness to re- 
ceive payment in goods by way of de- 
liveries in kind.” 

Now this sort of thing can do much 
harm. No one can tell as yet how much 
Germany will be able to pay in 1928-29. 
The Dawes Plan made an attempt to 
determine it on as reasonable a basis as 
possible. So far the Dawes Plan has 
worked very well, and Germany has ful- 
filled all her obligations under the plan. 
She has gone through a severe depression 
in 1925, but that depression was due to 
the stabilization of the mark, and the con- 
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UNION BANK OF SWITZERLAND 


St. Gall ZURICH 


Aarau, Basle, Berne, Geneva, Lausanne, Lugano, Locarno, 
Montreux, Vevey, La Chaux-de-Fonds, etc., etc. 
CAPITAL (fully paid) Swiss Francs 70,000,000 

Swiss Francs 16,500,000 
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Swiss Francs 646,434,637 


The Bank will be pleased to act as 


Your Correspondents in Switzerland 


and to be appointed as paying agents for 
Letters of Credit, Travellers’ Checks, etc. 


Well equipped to handle your 
Swiss banking business 
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Winterthur 











sequent deflation of prices and clearing 
of the business world of the inefficient 
firms which had crept in trading on con- 
stantly rising prices. These are facts. 
To say then, that the Dawes Plan will 
not work in 1928-29, because it is too 
great a burden, when it has so far been 
successful in every respect is giving en- 
couragement to that body of opinion in 
Germany which seizes every opportunity 
for evading the payment of reparations. 
It is especially deplorable when it is based 
on opinion, as is the case above, instead 
of on facts. 


THE CHECKING PRINCIPLE IN STOCK 
TRANSFERS 


Deposit banking seems to have been 
applied to stock transfers in Germany, 
by means of the “Effekten Giro” or se- 
curities transfer which has been adopted 
in Frankfort and Berlin. It was made 
necessary by the immense amount of 





work involved in the transfer of securi- 
ties in the banks since the stabilization 
of the currency. With that event, and 
the cor.ve.sion of the capital of German 
companies to a gold basis, it was neces: 
sary to reduce the par value of the shares 
from 1000 marks to as low as 20 marks. 
It is the custom in Germany to buy 
“1000 marks worth” of a security instead 
of a certain number of shares; hence this 
reduction of the par value of the shares, 
coupled with the increase in the number 
of securities has greatly increased the 
number of certificates which must be 
transferred. 

To avoid this, members of the “Effek- 
ten Giro” deposit securities admitted to 
the giro with the Frankfurter Bank, and 
then draw checks or drafts against them, 
just as one would do with a checking ac- 
count, except that the checks are of 
different colors. A red check is used for 


the transfer of securities from one ac- 
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count to another; a white one is used for 
withdrawing securities; and a green 
check is used when securities are to be 
pledged for a loan. eo 

Thus a number of transfers are elim- 
inated, the securities remaining with the 
Frankfurter Bank, but their ownership 
changing as fast as checks are received. 
It is reported that all the large banks in 
Germany are members of the “Effekten 
Giro,” and the stocks accepted for trans- 
fer include twelve German banks, two 
Austrian banks, seventeen mining com- 
panies, two shipping concerns, and a 
number of industrials and public utilities. 
It is expected that the system will be 
extended through all the large cities in 


Germany. 


AUGUST THYSSEN 


August Thyssen, a leading figure in 
the German steel industry, and head of 
Thyssen & Co., died on April 4, at the 
age of 84. 


He began business in Duisburg in 1860 
with a rolling mill and eleven years later 
moved it to Mulheim, establishing the 
firm of Thyssen & Co. This was at the 
beginning of Germany’s industrial era, 
and the Thyssen concern expanded 
steadily with the Krupp and Stinnes 
companies, until at the beginning of the 
war it employed 50,000 workers and pro- 
duced 1,000,000 tons of steel a year. 
Thyssen is said to have been the father 
of the “vertical trust” idea, and this is 
confirmed in the wide range of his hold- 
ings which included iron mines, rolling 
mills, steamship lines, docks, cement fac- 
tories, coal mines, etc. 

After the war, he transferred his 
plants, which had been manufacturing 
munitions, into plants for electrical ma- 
chinery, and thus succeeded in maintain- 
ing practically intact his fortune, which 
is said to amount to over $100,000,000. 
Last year his company floated an issue 
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Aristide Briand’s ninth Cabinet. Front line: Levasseur, chairman of the board of 
housing; Danielou, assistant to the Prime Minister; Painleve, Minister of War; Briand, 
Prime Minister and Minister of Foreign Affairs; Raoul Peret, Finance Minister; Pierre 
Laval, Minister of Justice; Jean Durand, Minister of Agriculture; Georges Leygues, 
Secretary of the Navy. In the second line: Jourdain, Minister of Pensions; Ossola, 
Under-secretary of War; Leon Perrier, Colonial Minister; Daniel Vincent, Minister of 
Commerce; Lamoureux, Minister of Public Instruction; Leurent Eynac, Minister of 
Aviation; Durafour, Minister of Labor. Above: De Monzie, Minister of Public Works; 
Malvy, Secretary of the Interior (since resigned); Roustan, Secretary of the Merchant 
Marine; and Paul Morel, Minister of the Liberated Regions. 





of bonds in this country. The strength 
of Thyssen & Co., is demonstrated by 
the fact that his death had practically 
no effect on the prices of the bonds. 


PROSPERITY IN FRANCE CONTINUES 


Business continues good in France, 
with a high level of activity in the iron 
and steel industries, due partly to a 
strong export demand for steel products. 
The textile trade is also showing the ef- 
fect of the general prosperity. If car 
loadings are as significant in France as 
they are in the United States (and no 
reason exists for supposing they are not) 
the increase in the average daily loadings 
from 59,494 in January to 65,609 in 
February indicates a steady increase in 
business. There is practically no unem- 
ployment, and no prospect of any. Thus 
far the road of inflation has been a very 
pleasant and profitable one for French 
business (if we leave out of consideration 
the decline of the franc), but the reck- 





oning will come, and the longer it is 
delayed, the more severe it will be. 


MONOTONY OF THE TAX DEBATE 


Month after month it is necessary to 
report practically the same antics on the 
part of the French legislators in their at- 
tempts to avoid passing a tax bill. A 
measure acceptable to the Conservatives 
will be proposed, and will be defeated 
by the Radicals. Then the Conservatives, 
in revenge, will strain every nerve to 
defeat the next Radical proposal. Every 
expedient of politics has thus been used 
again and again, until the repetition has 
become monotonous. There is something 
new to report this month. The Chamber 
of Deputies has at last passed a tax bill 
that comes somewhere near balancing the 
budget. 

In exchange for the inclusion of a 
government monopoly of oil and sugar, 
to begin January 1, 1927, the Radicals 
agreed to vote for an increase in the turn- 
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over tax. This, with the abstention of 
most of the Socialists from voting, al- 
lowed the passage of the bill, which also 
made small increases in the taxes on 
wine, beer, tea, coffee, coal, and the sale 
of real estate and commercial property. 
M. Peret’s poll tax or “tax civique” was 
amended to resemble even more closely 
an increase of about 10 per cent. in the 
income tax, and was included in the bill. 
The duty on imports was increased about 
30 per cent., and the price of tobacco was 
increased. All told the measures voted 
are calculated to bring in about 4,000,- 
000,000 francs additional revenue. 

The monopoly provision is of course 
very questionable. It was coldly re- 
ceived by the Senate, which immediately 
took the provision out of the bill, and 
decided to set up a special commission to 
study the proposal. This is not strange, 
for the revenue producing power of the 
monopolies is doubtful. The setting up 
of such monopolies would cause consid- 
erable expense to the Treasury in taking 
over the present distributing organiza- 
tion, or in setting up its own distributing 
organization. But France’s chief need 
now is for additional revenues, not ad- 
ditional expenditures. Even when the 
monopolies are established, since they 
have no control whatever over the 
sources of supply for either oil or sugar, 
it is by no means certain that they will 
produce enough revenue to justify them- 
selves. For this reason the inquiry of the 
Senate is the course of wisdom. 
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The passage of the bill balancing the 
budget is to be commended, but it by no 
means ends France’s task of financial 
reconstruction. For one thing, the budg- 
et was balanced by totally disregarding 
the repayment of either the external or 
the internal debt. Perhaps this was a 
necessary omission. Certainly the Fi- 
nance Minister had a difficult enough 
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time getting the bill passed as it is. But The inference seems to be that France is wa: 
some provision must soon be made for giving the United States eight days to per 
the retirement of the French debt, which accept or reject her proposition. This is fur 
already absorbs nearly 60 per cent. of hardly the spirit in which the negotia- loat 
the revenue. The reparations payments tions should be approached. Bu 
may take care of a part of it, but it Finally, the constantly rising prices the 
would be the part of financial wisdom to make it uncertain that the French budg- Th 
make some plan for debt redemption, et, though it balances on paper, will nei 
even outside of reparations. This is actually balance. That remains to be seen. ly 

probably the next thing the Finance Min- So far increasing prices have been met 
ister will take up. with increased receipts, due to the pre- = 
iia ital aiead etait vailing prosperity. This will probably ) 
is oi continue as long as the prosperity in sud 
Then there is the problem of stabilizing France continues, and how long that will wh 
the franc. A balanced budget is a neces- be no one can say. Th 
sary prerequisite to any stabilization —— OTE ly 
plan, hence it may be said that some : a a oe lav 
progress has been made in this direction. The dividends of the main banks of dec 
But the most of the work remains to be France show slight increases over the pay 
done. A value must be decided upon, dividends paid in 1924, but the increases ges 
inflation must be stopped, adequate gold are hardly large enough to compensate ref 
reserves must be secured. Each of these for the decline in the purchasing power giv 
is a job in itself. of the france. The following table is by 
Perhaps before the franc can be estab- indicative: cor 
lished, France's foreign debt must be  piyinenps of FRENCH BANKS (IN FRANCS) rev 
funded. That would help a great deal, 1924 1925 bat 
for it would lay the basis for confidence Banque de France ........ 290 300 cia 
in French finance, and might permit of Credit Foncier ........... 70 80 hel 
further loans in aid of stabilization. This Banque de Paris ......... 75 80 bee 
seems to be the view of the Finance Mine Credit Lyonnais ......... ” pod of 

; _ Comptoir d’Escompte ..... 60 60 
ister, for he has already instructed cer 
Ambassador Berenger to reopen the mat- A large part of the earnings of the abx 
ter of funding with Secretary Mellon. French banks come from underwriting 45 
However, this announcement was ac’ security issues, particularly government fra 
companied by the confident prediction issues. During 1925 there was a notice’ me 
(reminiscent of Caillaux) that the whole able decrease in security issues of both for 
matter would be concluded in eight days. kinds, hence a good part of their revenue me 
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was reduced. This was somewhat com- 
pensated for by the larger volume of 
funds to loan, and the larger volume of 
loans made possible by the active business. 
But here again the rising prices increased 
the costs of doing business considerably. 
The banks have not gone backward, but 
neither have they gone forward as rapid- 
ly as other businesses in France. 


BELGIAN STABILIZATION DIFFICULTIES 


More light can now be thrown on the 


sudden decline in the Belgian franc 
which was so briefly reported last month. 
The stabilization program which sudden- 
ly came to grief had been passed into 
law, and the only thing remaining to be 
decided on was the date at which specie 
payments would be resumed. The big- 
gest problem of the stabilization was the 
repayment to the National Bank of Bel- 
gium of the 5,680,000,000 francs owed 
by the Government. This was to be ac- 
complished by two measures: (1) By the 
revaluation of the metallic reserves of the 
bank in terms of the stabilized (or depre- 
ciated) franc. That is, one gold franc 
held by the bank, which had heretofore 
been considered as “one franc,” the value 
of the franc still being (legally) 19.3 
cents, would become under the new law, 
about four francs, the value of each being 
4.5 cents. The increase in value (three 
francs) was to be credited to the Govern- 
ment, in reduction of the debt. (2) By a 
foreign loan to be floated by the Govern- 
ment, the proceeds of which were to be 


considered as an addition to the bank’s 
gold reserve. 

The bank was to keep a reserve of gold 
or gold exchange equal to not less than 
33-1/3 per cent. of its total combined 
note and deposit liabilities. The maxi- 
mum note issue of the bank was fixed at 
8,500,000,000 francs, which may be ex- 
ceeded by 500,000,000 for not more than 
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INVITED TO CORRESPOND WITH 


The Central Bank of India, Limited 
Bombay (India) 
Ou close contact with the commercial activities with five 


Offices in the City and various Branches in other parts of 
India, puts us in the best position to serve you. 


S. N. POCHKHANAWALA, Managing Director 








three months. When the reserve falls 
below the 33-1/3 per cent. limit, a tax 
of not over 32 per cent. is to be paid 
on the deficiency. 

It was the failure of the foreign loan 
which prevented the plan from going 
into effect. The bankers insisted that 
the budget must be balanced which was 
accomplished without much opposition, 
and that the Belgian state railways must 
be divorced from the government and put 
under private management. This last 
was resented in Belgium as “foreign dic- 
tation.” 

Of course, the opposition had other 
grounds. The increased taxation neces- 
sary to balance the budget was respon- 
sible for some; the increase in the bank 
rate (a part of the stabilization program) 
which resulted in higher money rates in 
general, was responsible for more; and 








the slump in business which came with 
the end of inflation and the check to 
continually rising prices was responsible 
for most. It is suspected that this op- 
position, as well as the failure of the loan, 
had a considerable share in causing the 
decline in the franc reported last month. 

Since that time, the franc recovered 
from its low of about 3.50 to about 3.90 
on reports that the loan was to go 
through. When no confirmation of this 
was received, the franc declined again 
to about 3.70. 

The business difficulties, which began 
with the higher money rates, first de- 
pressed business on the stock exchange, 
and depression speedily spread through- 
out the metallurgical and coal industries, 
and finally penetrated to retail markets, 
the index of retail prices declining from 
§28 on February 15 to 521 on March 
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15. The fact that stabilization has been 
decided on, but not put into effect bur- 
dens the country with all the disadvan- 
tages of stabilization (declining prices, 
tight money, etc.) without its advantage 
of stability. At present there is no in- 
dication whether the stabilization plan 
will be abandoned or carried out. Fi- 
nance Minister Janssen insists that it will 
be carried out, but his position is none 
too secure. He may intend to carry it 
out, but find himself unable to. One 
can only hope that he will be successful 
in adding Belgium to the list of countries 
who have stabilized their finances. 


HOLLAND PARALLELS UNITED STATES 


Financial and business conditions in 
Holland are curiously similar to those in 
the United States. In spite of a minis- 
terial crisis, which left the country with- 
out a government for over four months, 
business conditions are good and have 
























been slowly but steadily improving. A 
new government has now been formed, 
and it may be expected that the improve- 
ment will continue. 

It seems to be characteristic of coun- 
tries with stable monetary conditions and 
sound business conditions that gold flows 
to them. It is probably the working out 
of Gresham’s law that “bad money drives 
out good,” that gold being thus driven 
out of countries with depreciated cur- 
rencies finds its way naturally to coun- 
tries on a gold basis. So it is that Holland 
has been embarrassed by an excess of 
gold, as has been the case in the United 
States. The same method of alleviating 
the trouble has been tried (putting the 
gold into actual circulation) with fair 
success. 

However, the chief result of the excess 
of gold is to create a basis for an amount 
of credit larger even than prosperous 
business is able to use, resulting in very 
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easy money. In spite of active business 
in Holland, the official rediscount rate is 
3Y2 per cent. and the private discount 
rate has not exceeded 3 per cent. for 
some weeks. This has offered an op- 
portunity for arbitraging between in- 
terest rates in Holland and London, and 
large amounts are reported to have been 
invested temporarily in sterling bills. 
German business men have looked 
with envious eyes on these low money 
rates so close at hand, and a movement 
has been set on foot by the German 
banks in Amsterdam to have their ac- 
ceptances declared discountable by the 
Netherlands Bank. The bank has taken 
the matter under consideration, and has 
asked business men for their views, but 
nothing so far has been done, chiefly be- 
cause of the opposition from the Dutch 
banks. Their contention is that they 
have ample funds available for the busi- 
ness of the Germans, and, therefore, 





credit demands should come to them in- 
stead of direct to the central bank of 
Holland. The easy money is viewed as 
a temporary condition, only, which is 
already being corrected by the Nether- 
lands Bank selling its holdings of for- 
eign bills, and the contraction of the 
volume of currency. This is the action 
which the Federal Reserve Banks in the 
United States have refused to take— 
reducing investments and earning assets 
in order to stiffen the money market. 


ITALIAN BUSINESS GOOD 


The Department of Commerce reports 
that general industrial activity in Italy 


continues, with minor exceptions. The 
improvement in the financial situation 
following the funding of the Italian debt 
is reflected in easier money rates and 
larger amounts of money available. A 
budget surplus continues to be reported 
every month. 
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The government has set up the ma- 
chinery for the payment on the Ameri- 
can and English debts through the De- 
posits and Loans Bank. All reparations 
received from Germany under the Dawes 
Plan will be paid into a fund at the bank, 
and will be invested at 5 per cent., if 
possible. If a return of 5 per cent. can- 
not be obtained, the government is to 
make up the difference. The value of 
the reparations payments, with interest 


at 5 per cent. will just cover the sixty- 
two payments which Italy has agreed to 
make to Great Britain and the United 
States. 


THE KRONE PUZZLE 


The Norwegian Exchange Commission 
in its report presented in January pointed 
out that the return to parity of the krone 
was proving disastrous to business. The 
steady decline in prices had caused a 
very severe business depression. The 
commission, therefore, recommended that 
further efforts at raising the krone to its 
parity of about 26 cents be abandoned 
for the present, and that stabilization be 
attempted at around 20 cents (the ex- 
change value at that time). It was 
naturally assumed that though there was 
no notice of the government adopting 
this report, there would be no difficulty 
in stopping the rise of the krone. All 
that was necessary, apparently, was that 
the deflation program should be aban- 
doned. Natural forces will do the rest. 

But in this case they did not. The 


krone kept right on advancing, slowly 
but steadily up to .2177, when the de- 
feat of the government early in March 
caused a reaction back to about 21 cents, 
Then it began to climb again and passed 
21Y% cents. The question is, what is 
backing this advance of the krone, if the 
government support has been with- 
drawn? 


BUSINESS STILL PROSTRATE 


There are no signs as yet of the end of 
the business depression that has been pre- 
vailing in Norway since the beginning of 
the deflation program. The wholesale 
price index of the Central Bureau of 
Statistics shows that prices are still fall- 
ing, the index number declining from 
214 in January to 211 in February. Note 
circulation declined from 334,800,000 
kroner at the end of January to 330,- 
000,000, at the end of February. Foreign 
trade is showing some increase, mostly 
on the import side, which is another rea- 
son for wondering at the advance of the 
krone in the face of an increasing import 
balance of trade. Unemployment in- 
creased slightly in February. Until the 
fall of prices is checked there seems little 
prospect for improvement. 

Perhaps the new government will be 
able to do something, by a reduction of 
taxes which the former government was 
unable to effect. The budget which was 
originally proposed balanced at 417,500,- 
000 kroner, which was a reduction of 
about 21,000,000 kroner, attained chiefly 
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by writing off loans. Practically no sav- 
ings in government expenses were made. 
The new government which has until 
July 1 to submit and pass a revised budg- 
et (if it decided to do so) is composed 
of Ivar Lykke, Premier and Foreign 
Secretary; Karl Wefring, Minister of 
Defense; I. E. Christensen, Minister of 
Justice; F. L. Konow, Minister of Fi- 
nance; Peter Morell, Minister for Social 
Affairs; A. Venger, Minister for Public 
Works; C. Baere, Minister of Agricul- 
ture; Rev. Magelssen, Minister of Educa- 
tion and Ecclesiastical Affairs; and C. 
Robertson, Minister of Commerce. 


BANK EARNINGS IN SWEDEN 


Sweden, which has been enjoying fair 
business in contrast to the depression 
prevailing in Norway, reports no sig- 
nificant change in the business situation. 
Average dividends for the five leading 
banks in 1925 were 11.5 per cent. The 


Skaraborg Bank increased its dividend 
rate from 11 to 12 per cent. The 
Skandinaviska Kreditaktiebolaget, Scan- 
dinavia’s largest banking institution will 
pay 10.5 per cent. this year as last; the 
Svenska Handelsbanken will maintain its 
former dividend rate of 10 per cent.; the 
Stockholms Enskilda Bank will pay its 
usual 15 per cent.; and the Gothenburg 
Bank will continue its rate unchanged at 
10 per cent. The net earnings of the 
banks, compared with 1924 were as 
follows: 


NET EARNINGS OF SWEDISH BANKS 
(in thousands of kronor) 


1925 1924 


Skandinaviska Kreditaktie- 
bolaget 

Stockholms Enskilda Bank... . 

Gothenburg Bank 


7,470 
9,660 
4,408 


9,275 


Though the stock exchange is steady 
and the money market is easy in Sweden, 
business failures are increasing—from 
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276 for January to 318 in February, 
and capital issues are falling. Thus the 
business barometers are mixed in their 
indication. The majority of them, how- 
ever, seem to indicate the passing from a 
period of prosperity into the depression 
period of the business cycle. The price 


indices for both producers and consumers 
goods show a marked trend downward 
for several months. Foreign shipping has 
also been declining steadily, and unem- 


ployment is growing. Inasmuch as tight 
money and credit are the things which 
usually precipitate business depression, 
and since these are conspicuously absent, 
it may be that a temporary readjustment 
is all that is presaged. 


FUTURE TRENDS IN INTEREST RATES 


Professor Gustav Cassel, the Swedish 
economist, contributes an article in the 
current quarterly publication of the 
Skandinaviska Kreditaktiebolaget on 
“The Future of the Rate of Interest,” in 
which he says that the present stream of 
loans from the United States to Europe 
cannot be expected to continue: “During 
the last few years,” he says, “we have 
accustomed ourselves to finding the Unit- 
ed States in a position to advance ap- 
parently ad libitum amounts of capital to 
Europe. This movement of capital, how- 
ever, however, can continue only so long 


as the rate of interest in Europe appre- 
ciably exceeds what was regarded in this 
part of the world as normal before the 
war. The United States has incom- 
parably greater undeveloped natural re- 
sources than Europe and consequently a 
high speed of economic development, 
normally entailing a higher rate of in- 
terest. Five per cent. interest is not par- 
ticularly enticing to the American capi- 
talist, and Europe has had to offer half 
as much again before she has been able 
to attract much American capital. These 
circumstances moreover betoken that the 
rate of interest in Europe will be com- 
paratively high for a considerable length 
of time. In Europe we cannot get back 
to what we call normal rates of interest 
until we render ourselves independent of 
the supply of capital that comes from 
America, and it will doubtless be long 
before that day comes. The prevalent 
view that the United States is obliged to 
invest capital in Europe in-order to com- 
pensate for its excess of exports is scarce- 
ly tenable. In this movement it is rather 
the investment of capital that is the pri- 
mary factor, and as soon as the United 
States finds use for its entire accumula- 
tion of capital within the country itself, 
it will require its productive forces for 
its own account to such an extent that no 
excess of exports will arise. . . . 
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“We are thus brought to the conclu- 
sion that for the next few years, at any 
rate until Europe can fend for herself in 
regard to the supply of capital, the rates 
of interest in Europe will remain on a 
higher level than before the war was 
considered normal; that subsequently one 
may expect a fall of those rates; but that 
in any case the downward movement will 
be held in check by powerful factors, 
which with respect both to supply and 
demand, will prevent the rates of in- 
terest from sinking to any very low 
level.” 


EFFECT OF THE GOLD STANDARD 
IN FINLAND 


The resumption of the gold standard 
in Finland, which was effected by the 
law of December 10, 1925, has had but 
slight effect on the banking and cur- 
rency situation in that country. How- 
ever, the easier money and the stabiliza- 


tion of government finances had a stim- 
ulating effect on trade, and fairly good 
business was reported in January, fol- 
lowed by seasonal dullness in February, 
and active business again in the early part 
of March. This increased business ac- 
tivity, combined with a steady decrease 
in the note circulation of the country 
and the exchange holdings of the Bank 
of Finland, have created a Jarge demand 
for credit, money stringency, and declin- 
ing deposits. It is surprising that the 
industrial activity has been maintained so 
long in the face of rapidly declining 
prices, the fall in the wholesale price 
index in January amounting to 26 points. 
Employment has held up well. 


END OF DANISH DEPRESSION NOT YET 
IN SIGHT 


The depression in business in Den: 
mark which was reported in the March 
issue continues practically unabated, ex- 
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cept for a slight revival of agricultural JAPAN BEGINS GOLD SHIPMENTS 


activity with the approach of spring, and 
some decrease in the unemployment. For 
the most part, revival is still prevented by 
the steady decline of prices which has 
been in process for almost nine months. 
Money is very tight, and the National 
Bank is buying foreign exchange in order 
to check the rise of the krone toward par. 
The rising krone is blamed (and probably 
rightly so) for the declining prices and 
the bad business. Nevertheless it seems 
strange to see most of the Scandinavian 
countries making strenuous efforts to 
keep their exchange from rising, while 
France and Belgium enact laws against 
speculators in the effort to keep their ex- 
change from declining. It proves the 
economists’ contention that what is de- 
sired is not particularly a rising exchange, 
nor exchange at a high level, but pri- 
marily a stable monetary unit, and stable 
exchange. 


With the yen holding fairly stable at 
about 45 cents, business continues to be 
very good in Japan. The foreign trade fig- 
ures for 1925, recently published, showed 
that unprecedented heights for ex- 
ports and imports were reached in 1925. 
This business continues at approximate- 
ly the same level, with active trade in 
steel specialties, and in the textile in- 
dustries in Japan. The budget bill, the 
tariff legislation, and other financial legis- 
lation has been passed, and the Japanese 
Parliament has adjourned until Decem- 
ber. It will, therefore, be practically 
impossible for Japan to return to the gold 
standard, officially, until 1927, and for- 
eign trade can go forward without the 
fear of a constantly appreciating yen or 
political interference of any kind. The 
first gold shipment from Japan of a total 
of $36,000,000 to be shipped to the 


[Continued on page 753] 
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INTERNATIONAL BANKING NOTES 


of the National Bank of India, 

Limited, London, shows net profits 
for the year ending December 31, 1925, 
after providing for all bad and doubtful 
debts, of £536,104, and adding £224,980 
brought forward, the available total is 
£761,084. This amount has been dis- 
posed of as follows: 


[or one hundred and twelfth report 


£ 

To dividends at the rate of 10 per 

cent. per annum, free of income tax 400,000 
To reserve fund 50,000 
To writing off house property account 30,000 
To officers’ pension fund 
Balance carried forward to next ac- 

count 


241,084 


THE annual report of the Bank of Scot- 
land, Edinburgh, for the year ending 
February 27, 1926, shows net profits, 
after providing for all bad and doubtful 
debts, allowing for rebate, interest, and 
all expenses, amounting to £368,164, to 
which has been added the balance from 
last year £128,824, making the total 
amount available £496,988. This amount 


has been disposed of as follows: 
£ 


To credit of the reserve fund ......125,000 

To reduction of bank premises account 25,000 

To reduction of heritable properties 
account 


To dividend at the rate of 16 per cent. 
per annum on £1,325,000 paid-up 
capital, less income tax 

To a dividend on the new issue of 
£175,000 paid-up capital at the rate 
of 16 per cent. per annum, from the 
date of payment for the stock to 
April 15, less income tax 

Balance carried forward to next ac- 


169,078 


The new issue of £175,000 paid-up 
capital is a part of an additional issue of 
£262,500 authorized by the directors on 
December 22, 1925, of which only £175, 
000 was required to be paid up. The 
paid-up capital after this issue totaled 
£1,500,000. There was a premium of 
£332,500 realized on the sale of this 
stock, which premium was added to the 
reserve fund, which now stands at £l,- 
507,500. 


NET profits of the Banque Nationale de 
Credit, Paris, France, for the year ending 
December 31, 1925, were 32,092,927 
francs as against 31,444,680 francs for 
the year 1924. A dividend of 9 per 
cent. was declared, which was the same 
rate as paid in 1924. 


THE report of the Hollandsche Bank 
voor Zuid-Amerika, Amsterdam, for the 
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eleventh financial year ending October 
20, 1925, shows gross profits of 3,055,138 
florins, of which 1,776,060 florins were 
derived from interest, and 1,279,077 
florins were derived from exchange and 
commission. Net profits were 1,172,629 
florins, to which was added the balance 
brought forward from 1923-24 of 449,- 
769 florins, making a total of 1,622,398 
florins available. This amount has been 
disposed of as follows: 

Florins 


To statutory reserve 
To bank premises account 


To dividend on ordinary shares... .525,000 
To dividend tax 


Balance carried forward 


THE report of the Aktiebolaget Gote- 
borgs Bank, Gothenburg, Sweden, shows 
net profits for the year ending December 
31, 1925, of 4,432,385 kronor. Adding 
the balance brought forward from pre- 
vious account of 2,429,305 kronor makes 
a total of 6,861,691 kronor available. A 
dividend of 10 per cent. per annum has 
absorbed 4,375,000 kronor of this 
amount, and the balance, 2,486,691 
kronor, has been carried forward to next 
account. 


THE report of the Bergens Privatbank, 
Bergen, Norway, for the year ending 
December 31, 1925, shows net profits, 
after provision for bad and doubtful 
debts, of 3,762,509 kroner. The balance 
of 369,156 kroner brought forward from 
last account, was added to this amount, 
as was also an amount of 2,400,000 
kroner transferred from special reserve, 
making a total available for distribution 
of 6,531,665 kroner. This amount has 
been disposed of as follows: 
Kroner 

To general expenses 2,945,847 
ROE es ed scaeameue we 733,254 
To dividend at the rate of 8 per 

CE, ack erate ce wntetha dae mes 2,400,000 
To staff bonus 85,000 
Carried forward to next account ....367,564 


THE condensed statement of the Union 
Bank of Switzerland, Zurich, as of De- 
cember 31, 1925, shows time deposits and 
current accounts of 373,561,973 francs, 
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Some Press Opinions 


“In the hands of Mr. W. F. Spalding 
the preparation of this standard work, 
with the thoroughness to be expected 
from this author, has naturally neces- 
sitated the re-writing of much of the 
book, which is now up to date in every 
respect.”—‘‘Morning Post,” December 28, 
1925. 


“Will be welcomed by all those whose 
business requires exact information re- 
garding the money units of civilized 
countries. In the new edition Mr. 
Spalding has had to include countries 
never dreamt of before the War.”— 
“Daily Telegraph,” December 19, 1925. 
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cash on hand of 19,896,691 francs, bills 
of exchange on hand of 106,210,359 
francs and capital and reserves totalling 
87,000,000 francs. Total resources of 
the bank total 621,700,717 francs. 


THE report of the Bank of Japan re- 
views financial conditions in Japan dur- 
ing 1925 as follows: “The index number 
of wholesale prices in Tokyo fell from 
282 for December 1924, to 256 for the 
corresponding period in 1925. The fu- 
ture markets were, in the main, in a quiet 
condition indicating a general decline in 
speculation. The bank’s advances, while 
fluctuating from time to time, showed a 
decline with the advance of the year and 
reached in May the minimum for the 
period at 169,000,000 yen, 259,000,000 
yen less than the corresponding amount 
in 1924. Subsequent increases brought 
the total to 697,000,000 yen at the end 
of the year, which shows, however, a 
decrease of 26,000,000 yen from the 
figures for the same time in the preced- 
ing year. Similarly the note circulation 
reached the minimum for the year in 
May at 1,070,000,000 yen, which shows 
a decrease of 73,000,000 yen from the 
figures for the corresponding period of 
the preceding year; while at the end of 
the year the volume increased to 1,631,- 
000,000 yen, being 30,000,000 yen less 
than it was on the last day of the pre- 
ceding year.” 


SVENSKA Handelsbanken, Stockholm, 
Sweden, in January 1926 began the pub- 
lication of a monthly Index “prompted 
by a desire to contribute in throwing 
some light upon Swedish commercial con- 
ditions and their variation from month 
to month.” The bank states that this is 
to be supplementary to the statistical and 
other data already being published. 
Hence all the statistics are given in the 
form of index numbers, with 1913 as the 
base. The compilation includes whole- 
sale prices in Sweden and abroad, volume 
of Swedish foreign trade, Sweden's for- 
eign shipping, Swedish freight index, and 
industrial unemployment in Sweden. 


THE profit and loss statement of the 
Bank of the Philippine Islands, Manila, 





P. I., for the seventy-third year ending 
December 31, 1925, shows gross profit for 
the year of 1,496,836 pesos. Adding the 
profit on sale of real estate properties 
and railway bonds, 42,135 pesos, and 
bad debts recovered of 16,907 pesos, 
makes a total available of 1,555,879 pesos 
for distribution. This has been disposed 
of as follows: 


Pesos 
DO Mereral C2Gennes 6 ois seis ons 8d 472,289 
MN eee on og. a 5a aa OSGeo 252,129 
"EO Mipetboks fete occ accwccccce 9,725 
SOG 6.506 052s scecawes 17,262 
To repairs to bank buildings ...... 5,602 
To printing of bank notes ......... 4,690 
To partial cost of plans of proposed 
a nee 13,766 
To loss on sale of real estate ...... 30,000 
To bad and doubtful debts written 
Oey eae ne re 737,284 
Balance carried forward to next ac- 
BEU sWad eid cess esecckeceenes 13,129 


THE eighteenth annual report of the 
Chekiang Industrial Bank, Limited, 
Shanghai, China, for the year ending 
December 31, 1925, shows net profits of 
$396,898, which added to the balance of 
$18,725 brought forward from 1924, 
makes a total of $415,623 for distribu- 
tion. This amount has been disposed of 
as follows: 


To reserve fund .......... aba eaese $80,000 
To dividend at the rate of 12 per cent. 
ge ar err 216,000 
To bonus for directors, auditors, offi- 
ON, DIE WOE «ies 6 dad casaees 83,559 
Carried forward to 1926 .......... 36,064 


THE profit and loss account of the Agri- 
cultural Bank of Egypt, Cairo, for the 
period from February 1, 1925, to Janu- 
ary 31, 1926, shows gross profits of 
£677,801. As against this must be de- 
ducted general expenses of £85,018, in- 
terest on debentures £146,125, interest 
on amounts carried forward £18,483, 
amounts carried to reserve fund, and 
other sundry deductions, leaving an 
amount available, after all these deduc- 
tions, of £211,909. 


THE Creditbank of Industry, Berlin, has 
acquired a majority of the shares of the 
Elberfelder Privatbank, Berlin, and will 


merge the two institutions. 
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CAPITALISM—OR WHAT? 


[Continued from page 680] 


trary to the principles of democracy. 
Political democracy was found to be 
necessary because no individual or class 
could be trusted to understand and care 
for the interests of another individual or 
class. But now-a-days economic power is 
more important than political power. 
The Government of France, for instance, 
has been shown, on several important 
occasions, to be really in Wall Street. 
The writer is not now saying that Wall 
Street has misused its power; on the con- 
trary, in this instance I think it has been, 
if anything, wiser than the democracy 
of France. But the benevolent despot 
is exceptional and the experience which 
led to political democracy is equally con- 
clusive in the economic sphere: it cannot 
be good that such enormous power should 
be vested in private corporations which 
are not responsible to the public whose 
lives are affected, for good or ill, by de: 
cisions having in view the profits of the 
corporations, not the good of the public. 
The mechanism of control of credit by 
the state, particularly with a view to pre- 
venting fluctuations of prices, has been 
worked out by several economists; see, 
for example, Lloyd's “Stabilization.” 
This point of view is prevalent among 
British civil servants, largely as a result 
of experience during the war. 


CAPITALISM AND MODERN WAR 


The writer has left to the last what is, 
perhaps, the most important argument 
against capitalism, namely its connection 
with modern war. Wars between na- 
tions now-a-days are mainly for markets 
or raw materials. The expense of a war 
is borne by the taxpayer, the profits go 
to private companies. Therefore these 
companies have a pecuniary motive 
(often operating unconsciously) for 
stirring up nationalism and imperialism: 
an enterprise may be profitable to them 
though unprofitable, on the whole, to the 
nation to which they belong. Consider, 
for example, the influence of oil in the 


4 


Near East on politics since the armistice. 
The British employed the Greeks and 
the French employed the Turks; Turks 
and Greeks massacred each other in com- 
plete ignorance of the interests they were 
serving. It is not improbable that large- 
scale wars may bring about the total de- 
struction of western civilization by 
bombs, bacteria and poison gases. In a 
socialist community, war would be more 
obviously unprofitable, and therefore 
less probable. 

There is also, throughout Europe, a 
grave danger of class war, which only 
some measure of public control over eco- 
nomic activities can avert. Finally there 
is one danger that Asia, led by Russia, 
may throw off Western domination (the 
motive of which is mainly economic), 
and embark upon a career of conquest 
in the style of Zenghis Khan and Timur. 
All these dangers are somewhat remote 
from America; but it is partly the post- 
war domination of American capitalism 
that makes it impossible for Europe to 
take steps to avert them. That is one 
reason why every good European must 
wish America to become more tolerant 
of new experiments in economic policy. 

The purpose of such experiments 
should be to restrain the motive of pri- 
vate profit where it operates against the 
public interest, while leaving it free, so 
far as possible, where its normal opera- 
tion is beneficial. All monopolistic eco- 
nomic power should, therefore, be in the 
hands of a public authority. For certain 
purposes, this authority should be inter- 
national. A raw material, such as oil, 
which is a vital source of power, cannot 
justly be permitted to belong absolutely 
either to private persons or even to the 
nation on whose territory it happens to 
be. It ought to be in the control of an 
authority representing the consumers of 
oil in all countries. But in most respects 
national control would be sufficient. Al- 
ready we do not allow private profit 
making to govern things which we think 
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really important, such as war and ele- 
mentary education. Public health is com- 
ing more and more under the control of 
the state and the local authorities. Al- 
though one commonly hears it said, 
especially in America, that state control 
means inefficiency, yet, oddly enough, the 
state undertakes whatever is regarded as 
essential to national self-preservation. 
Wherever the general stringency is such 
that the mere avoidance of starvation is 
dificult for many people, the argument 
for public control becomes so obvious 
that it cannot be long resisted. 


ATTITUDE IN AMERICA TOWARD 
OPPOSITION TO FINANCIAL POWER 


In America, any opposition to the un- 
limited power of financial magnates is 
still regarded as economic heresy. In 
England this is no longer the case: many 
economists of the highest academic at- 
tainments combined with experience of 
administration have become socialistic in 
their opinions, and in the main they are 
agreed that the first thing to be social- 
ized is banking and credit. Many, in- 
deed, consider this the only essential 
step; the rest of what is necessary would, 
they think, follow almost automatically. 
They are of course utterly opposed to 
unconstitutional methods: they aim at 
achieving their ends by persuasion lead- 


ing to a parliamentary majority. Many 
of them think it probable that, when this 
stage has been reached, it will be neces- 
sary to employ the forces of the State to 
suppress sedition on the part of the cap- 
italists, whose devotion to law and order 
would hardly survive if they no longer 
made the laws or controlled the police. 
But no British socialist of any importance 
contemplates the use of force except by a 
government to suppress sedition. 

To sum up: the two great arguments 
in favor of a change, sooner or later, 
in our economic system, are: first, that 
an educated democracy will not per- 
manently be content with the shadow 
of political power without the substance 
of economic power; second, that private 
capitalism seems incapable of coping with 
the menace of war, which, owing to the 
progress of science, is almost certain to 
destroy western civilization if it is not 
removed within the next generation. 


This is the first article of a series which 
will comprise a symposium on the capitalistic 
system as opposed to other systems of social 
organization. The author of the article that 
appears herewith has gained an international 
reputation through his several books and 
numerous articles on social and industrial 
questions. In the July number of THE 
BANKERS MAGAZINE will appear a contribu- 
tion to this symposium from the pen of 
Charles M. Schwab, chairman of the 
Bethlehem Steel Corporation—Tue Enprror. 


THE DECLINE IN FARM LAND PRICES 


[Continued from page 676] 


$50.80 an acre, or a total loss to the. 


farmers of Illinois of more than $1,500,- 
000,000. * * * The land alone, leaving 
out of consideration the buildings and 
improvements, was valued in 1920 at 
$164.20 an acre. Today its value is 
$11.53.” 

But has the actual value of land, as 
distinguished from its price, shrunk to 
anything like the extent these figures 
would imply? 

The inflated prices of farm lands, 
which prevailed prior to 1920 were due 
to the inflated prices of farm products 


and the speculation in lands which these 
artificial prices produced. If other prices 
since 1920 had declined in proportion to 
the fall in prices of farm products, the 
farmer would not be so badly off despite 
the decline in the apparent value of his 
land. Fluctuations in acreage prices do 
not affect the capability of the land to 
produce crops. The range of prices of 
lands, however, is affected by the value 
of the crops produced, and is in fact an 
index of this value when not too much 
influenced by speculation. 

While from the standpoint of the 
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owner who wishes either to sell his farm 
or borrow on it a fall in price is a 
serious matter, it is an evil not without 
some compensation, since the prospective 
buyer at the reduced price can figure 
his returns on a lower capital investment. 
In fact, one of the forces tending to 
bring down prices of agricultural lands 
has been the recognition of inability to 
earn a fair return on the inflated land 
values heretofore prevailing. 

The holder of an investment bond who 
buys at par, with a 6 per cent. yield, 
feels considerable satisfaction as the 
quotations on his bond advance beyond 
the price paid, for his capital is thus 
being enhanced, although the actual in- 
terest yield, calculated on the higher 


price, has become less. And if the bond 
is not sold until near its maturity, the 
gain in capital that might at one time 
have been made disappears. Some 
analogy exists between the holder of such 
a bond and the owner of farm land that 
is advancing, but which is liable to a 
decline in price. 

Perhaps the remedy for the decline in 
farm products, of which the shrinkage 
of land “values” is an index, consists in 
bringing down other prices to a level 
where farming will be profitable. After 
all, the important thing is that farm pro- 
duction should be put on a paying basis 
rather than that the prices of lands be 
stabilized. 


AMSTERDAM AS AN INTERNATIONAL FINANCIAL 
CENTER 


[Continued from page 682] 


that before the war Dutch investments 
abroad were estimated to amount to 
3,500,000,000 guilders, whereas invest- 
ments in Holland itself hardly amounted 
to 2,500,000,000 guilders (including in- 
vestments in municipal and government 
securities) . 

The securities listed on the Amsterdam 
Stock Exchange offer one more illustra- 
tion: Of the 1713 securities quoted in 
1912, 815 (48 per cent.) were foreign, 
268 (16 per cent.) colonial, and 630 
(36 per cent.) domestic. 


THE WAR AND POST-WAR PERIOD 


In three respects the war brought 
about a change on the Dutch investment 
market. First of all, since foreign 
financing was no longer possible, atten- 
tion turned toward possibilities of in- 
vestment and development at home. A 
strong industrial movement set in, 
furthered by a general desire to become, 
at least partially, independent of for- 
eign markets. The industrialization of 
Holland, having had a steady but slow 
development up to the war, from that 


time on proceeded at a much quicker 
tempo. Large amounts of capital were 
also needed for the typical war indus- 
tries (dried vegetables, etc.), and hand 
in hand with this development went an 
expansion of the production, credit, and 
trafic organization, which found its ex- 
pression in constantly increasing demands 
on the investment market. Issues of this 
kind [domestic issues including those of 
the government and municipalities] 
which before the war, hardly ever 
amounted to 100,000,000 florins, reached 
143,000,000 florins in 1915, 267,000,000 
florins in 1918, 410,000,000 florins in 
1919 and in 1920 reached the enormous 
sum of 520,000,000 florins. 

Second, large amounts of money were 
needed by both the municipalities and 
the government to finance their war and 
post-war budgets, and their flotations 
reached a size hardly thought possible 
before. While government flotations 
before the war were relatively rare, they 
now followed one another with great 
rapidity. They amounted to 383,000,- 
000 florins in 1915 and reached their 
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maximum in 1919 with 897,000,000 
florins. Governmental issues alone, in 
1919 amounted to twice the total amount 
of issues of an average pre-war year 
The municipal flotations, though much 
restricted by the energetic policy of the 
central bank, showed the same tendency 
to increase. From 50,000,000 florins in 
1915 they rose to 129,000,000 florins in 
1919. 

Under these circumstances the invest- 
ment market reached an expansion it 
had never known before. Total issues 
brought out in Holland in 1919 (the 
boom year) reached the enormous 
amount of 1,436,000,000 florins or 
about three times the amount brought 
out in an average pre-war year. Though 
for various internal reasons, the power 
of absorption of the market was much 
greater than in pre-war years, it is doubt- 
ful whether these huge amounts of cap- 
ital would have been absorbed if the 
market had not received considerable 
support from foreign, particularly Ger- 
man, capital. This brings us to the 
third point, referred to in the beginning 
of the second part of this article. 


THE FRUITS OF NEUTRALITY 


The neutral position of Holland during 
the war, its favorable geographical loca- 
tion, and the relative stability of its cur- 
rency, the guilder, induced during, and 
still more after the war, many foreign 
capitalists, to transfer their fortunes to 
Holland. The continual depreciation of 
the currencies of many European coun’ 
tries acted as a direct stimulus for capi- 
tal in those countries to fly abroad, not 
only to Holland, but also to countries 
like Switzerland and in lesser degree, 
Sweden. Holland, however, received its 
fair share. The capital attracted in this 
way from Germany alone, and invested 
in Holland or deposited with Dutch 
banks, was estimated one time to amount 
to 500,000,000 guilders.* This capital 
largely participated in investments of- 
fered in Holland and formed an impor- 


_*Estimate of Dr. G. W. J. Bruins, formerly 
of the Commercial University of Rotterdam. 


tant element in absorbing the government 
loans; for another part it contributed to 
revive the money market. 

Now that, after a long period of ab- 
normal conditions, we again have a few 
years of normal development to look 
back upon, it becomes clear that the in- 
vestment market can hardly be said to 
have regained its pre-war importance. 

Below are given the capital issues in 
the years 1922-1925 (including refund- 
ing loans but excluding conversion 
loans) : 

LOANS FLOATED IN HOLLAND 
(000,000 omitted, the amounts are nominal) 
Govern- Munic- Other 
Year ment ipal domestic Foreign Total 


1922 225 61 133 none 419 
1923 102 61 35 11 209 
1924 119 91 133 60 403 
1925 none 63 92 143 298 


It may be deduced from the above 
figures that over the period 1922-1925 
an average of 330,000,000 florins has 
been issued yearly, a figure which com- 
pares unfavorably with the pre-war 
average of nearly 500,000,000 florins, 
particularly if it is remembered that the 
guilder at present has about two-thirds 
of the purchasing power it had before 
the war, and that a substantial part of 
the issues brought out in the years 1922, 
1923, and 1924 are government issues 
(446,000,000 out of 1,329,000,000 
guilders). 

The decrease in amounts issued, how- 
ever, if compared with the situation be- 
fore the war, is primarily due to a de- 
crease in foreign issues. The domestic 
market does not seem to have lost its im- 
portance. The public during the war 
has become acquainted with industrial 
and other domestic securities and it may 
even be questioned whether a preference 
for domestic securities may not lead to 
a further industrialization and a ten- 
dency to invest at home rather than 
abroad. The experience of recent years, 
however, does not seem to point in this 
direction. Industrial issues in the last 
four years—with the exception perhaps 
of 1925—have been low; foreign loans, 
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also foreign industrial issues, have been 
constantly increasing. In this connection 
it must be remembered that a continua- 
tion of rapid industrial progress in Hol- 
land will primarily depend on the de- 
velopment of foreign markets, and that, 
therefore, a slow, but steady develop- 
ment is rather to be expected. It does 
not, therefore, seem likely that in the 
future heavy amounts of capital will find 
their way to the domestic rather than to 
the foreign market. 


FOREIGN LOANS GAINING IN IMPORTANCE 


Foreign loans indeed, seem to gain 
rapidly in importance. From 11,000,- 
000 in 1923 they increased to 143,000,- 
000 florins in 1925. Sixty million 
guilders have been invested in Germany 
alone in 1925. Most issues in 1925 ap- 
peared as part of loans issued in the New 
York market. As Holland used to par- 
ticipate regularly in the London issues 
also, it is to be anticipated that the re- 
moval of the embargo on foreign loans 
in London, will result in a further re- 
vival of the foreign loan market at Am- 
sterdam. The experience of the first few 
months of 1926 seems to confirm this 
impression. 

The support which foreign capital will 
in future give to the market is another 
factor of great importance. German 
capital, since the mark has been stabil- 
ized, has for the greater part returned to 


Germany, but considerable amounts of 
French capital have taken its place. Es- 
timates cannot be given, but it is obvious 
that capital of this nature is highly un- 
reliable and is liable to be withdrawn as 
soon as conditions abroad change for the 
better. 

In the last analysis however, the future 
development of the Amsterdam invest- 
ment market will depend on the future 
trend in the accumulation of wealth. As 
it is now, accumulation of capital in 
Holland is greatly retarded by heavy 
taxation, which at one time was esti- 
mated to consume one-third of the year- 
ly national income. On the other hand 
the productive power of the country has 
been strengthened during the war; com- 
merce now is backed by a strong in- 
dustry, of more than national impor- 
tance, having a firm footing abroad and 
raw materials within easy reach by means 
of the admirable system of water trans- 
portation. Exports since 1922 have in- 
creased by nearly 50 per cent. The 
Indies are a continual source of large 
profits and are still capable of great de- 
velopment. Holland's national wealth, 
which was estimated at from fifteen to 
twenty billion guilders in 1913, in spite 
of the losses caused by the war seems 
not to have decreased. Under these cir- 


cumstances it is reasonable to expect that 


Amsterdam will soon regain the position 
it had before the war. 


WHY COMPTROLLERS ? 


[Continued from page 684] 


that the growth is along proper lines, the 
comptroller can do a great deal toward 


establishing a feeling of confidence 
throughout the general business world 
toward his company. In other respects 
and along similar lines, the usefulness of 
the comptroller can be considerably en- 
larged. If he possesses a general knowl- 
edge of business together with some idea 
of legal practices and of the manner in 
which banks, credit companies and others 


transact their business he can make the 
credit position of the company almost 
impregnable. He must be able to talk to 
financiers in their own language. He 
must, of course, have a thorough knowl- 
edge of the business in which he is en- 
gaged and in this he is in a fortunate 
position through the fact that from his 
control of the accounts, finances and 
budget, he can observe every part of 
the company’s operations. It is vital to 
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him to understand, for instance, in the 
budget, how the operations of one de- 
partment fit into those of another and 
with the exception of the president he is 
probably in a better position than any 
other official to understand all the 
ramifications of the business. 


THE COMPTROLLER IN BANKING 


While industrial corporations seem to 
be making more and more use of the 
comptroller, there has been a tendency 
on the part of the banks to confine his 
functions to the accounting side entirely, 
including such items as the preparation 
of reports required by the Government, 
or the state, or by the executive manager 
or other official designated to take care 
of the bank operations. In some banks 
the cashier is the executive carrying out 
the details of the bank operations, while 
in others the president or executive man- 
ager or executive vice-president has been 
designated for this work. There is no 
reason why a bank comptroller cannot 
exercise the same functions in a bank 
that he does in an industrial corporation. 
He is capable of constructing the budget, 
of estimating the expenditures; salary 
adjustments can be foreseen, cost of new 
business can be arrived at; in fact, all the 
operations of the bank can be reduced to 
statistical form and used by the executives 
in order to guide them in the conduct of 
the bank. 

It is more than possible that his duties 
might be extended to include for example 
an examination of loans which have been 
or are about to be made, just as in an 
industry an audit is made of property 
that is about to be acquired. This means 
as it should, that a high degree of ef- 
ficiency and accounting skill on such 
matters must be expected on the part of 
the comptroller and his assistants. Comp- 
trollers might even go further than this, 
and by studying the various business 
publications and the utterances of men of 
standing they may be able to advise of 
the expectancy of business crises or d2- 
pressions and thus make themselves even 
more a necessary adjunct to the bank 
executives. When a man spends a large 


part of his time in forecasting certain 
events he acquires a higher standard of 
certitude in such matters. While abso- 
lute reliance need not be given to all his 
prophecies, he may nevertheless intro 
duce for discussion and consideration 
subjects of vital importance, and by thus 
directing the attention of the executives 
to the subjects he can receive in return 
the benefit of their advice and judgment. 


A THREE-FOLD RESPONSIBILITY 


From the above it would seem 
that the comptroller’s work is really 
three-fold; first controlling and making 
sure of the accuracy of all account- 
ing methods, accounting reports, and 
statistics shown by the corporation, 
and comparing them with other periods 
or even with the reports of other 
similar companies; second, basing upon 
such figures some forecast of what is 
likely to happen in the future; and third, 
receiving and paying out properly the 
funds of the company. The second ele- 
ment has in it two kinds of interest; first, 
if the forecast shows a wrong tendency, 
the comptroller can save the company 
loss by calling it to the attention of the 
proper executive; second, if the forecast 
indicates a possibility of more success 
along certain lines, either through the 
elimination of certain unprofitable ven- 
tures or the possibilities of extension 
along profitable lines, he can present such 
possibilities to the executives of the 
company. 


MAINTAINING FINANCIAL INTEGRITY 


It is needless to say that throughout 
all his actions the highest degree of 
financial integrity must be maintained 


by the comptroller. There are times 
when thoughtlessly a method might creep 
in that would not be ethically as high as 
it should be, and to such methods the 
comptroller should always be opposed. 
There were witnessed not long ago in 
the City of New York a series of con- 
flicts between the executive and the 
comptroller which were published in the 
newspapers and known throughout the 
land. It might be that under the cir- 
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F YOUR memory goes back to the 
nineties, you may retain a picture of 

great numbers of telephone wires 
strung high on poles in the streets of 
large cities. 
These wires multiplied to such an ex- 
tent that construction and mainte- 
nance were increasingly difficult. It be- 
came desirable to put the wires under- 
ground. But nobody knew how to doit. 
The first experiments were failures. 
The voice faded out. Difficult techni- 
cal problems had to be overcome. But 
science gradually triumphed and to- 
day the Bell System has $524,000,000 
invested in underground conduits and 
cables that contain 30,000,000 miles 
of wire. 
The total wire mileage of the Bell 
System is 45,000,000, interconnecting 
over 16,700,000 telephones and carry- 
ing 50,000,000 messages daily. 
This nation-wide plant and its widespread 
service underlie Bell System securities. 


The dividend rate of the stock of A. T. & T.—parent 
company of the Bell System—is 9%. This investment 
stock can be bought in the open market to yield a good 
return. Write for booklet, “Some Financial Facts.’’ 








BELL TELEPHONE 
SECURITIES CO. ine 


D.F. Houston, President 
195 Broadway NEW YORK. 


“The People’s 
Messenger’’ 
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cumstances, that was the only method for 
the comptroller to take, in holding fast 
to his opinions, and while one cannot but 
respect him for the insistence with which 
he did so, nevertheless, how much better 
it would have been for all concerned, in- 
cluding the reputation of the city itself, 
if such conflicts could have been avoided 
and the matter decided, as practically all 
matters can be, by a calm discussion based 
upon a cool examination of the facts in 
the case. For an industrial corporation 
or a bank to thus air its internal difficul- 
ties would be disastrous. It is reasonable 
to assume that comptrollers in political 


life with their duties as a rule specifically 
defined for them, must act in a more 
emphatic manner than others, and of 
course if a comptroller in a corporation 
or bank should meet with dishonesty it 
would be his duty to act in the same 
determined way. Dishonesty however is 
comparatively rare and the comptroller’s 
best work can be done not by hostility 
and not as a carping critic but from the 
standpoint of one who believes in con- 
structive criticism and brings out his 
figures and what they signify in order 
to co-operate and bring about a more sat- 
isfactory condition. 


A NEW PLAN FOR PRESENTING REPORTS TO A 
BOARD OF DIRECTORS : 


[Continued from page 688] 


Herrick while attending advertising 
classes at Harvard in graduate work a 
year or so ago. Incidentally, it is a plan 
which comes down through the years, in- 
dorsed by Benjamin Franklin, who be- 
sides being a patriot and a philosopher, 
was a thoroughly good business man. Re- 
counting his experiences to the writer, 
Herrick told how the “pro and con” sys- 
tem helped the advertising manager and 
led to the presentation of the soundest 
proposal. 

Only a few weeks before, he said, he 
was considering an advertising idea, 
which had impressed him as being a very 
good one. He was personally sold on it. 
However, when he had tabulated the pro 
and con arguments, and considered them, 
he was unsold. The tabulation showed 
him clearly that the idea would be a poor 
one. 

Getting the tabulation of arguments 
together, he had collected certain pieces 
of local information which, put down in 


black and white, clearly demonstrated 
the inadvisability of the advertising idea. 

Showing how the general idea can be 
extended to situations of many kinds was 
an incident which occurred when a local 
committee of bankers considered a refer- 
endum, being made nationally, on an 
important question. Herrick compiled 
the pro and con arguments on the sub- 
ject, and presented them in visual form 
for the consideration of the committee. 
A decision was reached in a mere frac- 
tion of the time which would have been 
required had the committee commenced 
discussion with before it the mass of 
inclinations and opinions with which, un- 
doubtedly, many other local committees 
and bankers dealt. 

This general plan is susceptible of use 
in many ways around a bank. It gives 
both sides of a question. It is a time 
saver. Finally, it leads to the making of 
sound decisions. 


SHOULD LONG TERM CREDITS BE GRANTED TO 
FOREIGN BUYERS ? 


[Continued from page 689] 


said, “It serves the poor boob right for 
making such an illogical decision.” 
While it is undoubtedly true that the 





frame of mind exhibited by this par- 
ticular manufacturer does not represent 
the viewpoint of the majority of our 
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Widely Experienced 


And in close touch with busi- 
ness and conditions in Chicago 
and the central west, this strong 
financial institution invites 
your business—with the as-~ 
surance of a satisfying service. 


CENTRAL [RUST 


COMPANY OF ILLINOIS 
125 W. Monroe St. at La Salle 
CHICAGO 
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large industrial organizations, neverthe- 
less, it is encountered with sufficient 
frequency to be well worth mentioning. 


WHERE THE EXPORT DEPARTMENT 
IS NEGLECTED 


In many industries, less than 10 per 
cent. of the production finds its way to 
buyers abroad, with the result that the 
export department is given little consid- 
eration. Any executive is prone to con- 
centrate his attention upon that portion 
of his business which pays the dividends 
and increases the amount of the com- 
pany’s surplus at the end of each year 
and he cannot be blamed very much for 
doing so. It is up to the export manager 
to convince the domestic organization 
that there are equally important markets 
outside of our own borders and that their 
development can not be accomplished 
over night. He must also sell his different 
executives on the necessity for cultivat- 
ing foreign customers over a period of 
time so that a large volume of goods can 
be shipped to South America, Asia, 
Africa or Europe, as the case may be, 
when domestic sales fall off and finished 
inventory shows a tendency to back up 
at the plant. In other words, if the 
American manufacturer has a burning 
desire to do business abroad, he should 
follow the same sensible program in the 
development of his foreign markets as in 
the case of his domestic business. 

Assuming that such a desire exists in 
the case of some corporation producing 
a certain type of machine for which they 
receive an order from Whitney & Co. 
of Sydney, Australia, with the request 
that goods be shipped against a sixty 
day sight draft, documents to be released 
against acceptance. If Whitney & Co. 
is a new customer, the credit manager 
will proceed to investigate to determine 
the honesty and responsibility of the 
buyer and if the facts which are ascer- 
tained are favorable, there will be no 
quibbling about the length of time the 
draft has to run. Similar orders from all 
parts of the world will be carefully scru- 


tinized, trade customs ascertained and 
competition met in whatever way neces- 
sary if the business shows a proper profit. 
In a similar corporation, if the export 
manager is dealing with some executive 
whose vision is limited to this country 
alone, he will probably be told that cus- 
tomary terms of sale on domestic trans- 
actions call for payment not later than 
sixty days from the date of the shipment 
from the factory, and that consequently 
transactions with Australia should be 
based upon a sight draft, due to the 
fact that mail transit between Kokomo 
and Sydney requires just about that 
length of time before the buyer’s check 
can be deposited in the First National 
Bank. 

What facts can the export manager 
present in his effort to sell Mr. Smith 
at the Kokomo plant? His argument will 
probably include the fact that an Aus- 
tralian buyer, if limited to a strictly cash 
basis, can only purchase goods equal in 
volume to the invested capital plus what- 
ever bank credit he may command. 
Obviously, an Australian firm can buy 
several times that amount if the Ameri- 
can buyer will give him sixty days after 
the arrival of the goods in which to sell 
them to the consumers in Sydney and to 
collect the proceeds of such sales. Domes- 
tic business, if restricted entirely to a 
cash basis, would automatically be re- 
duced in volume to a mere shadow of 
that which is handled today. Next, the 
export manager will probably mention 
the fact that there are banks in New 
York and elsewhere which are perfectly 
willing to purchase drafts drawn by man- 
ufacturers of good standing on firms in 
all parts of the world and that conse- 
quently it is a simple matter to get the 
amount of money involved in the ship- 
ment to Sydney within two or three days 
after the goods leave Kokomo. 

If the question of price is involved it 
is easy enough for the manufacturer te 
add to his ordinary domestic quotations 
an amount sufficient to cover interest for 
thirty or sixty days or whatever time 
may be involved over and above similar 
sales made at home. 
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EFFECT OF LONG TERM CREDITS ON 
FOREIGN BUYERS 


The second fundamental factor in long 
term credits, which was mentioned at the 
beginning, is the effect of such terms on 
foreign buyers. The importer abroad, 
when approached with the suggestion 
that he buy American goods will do so 
only if the merchandise itself is equal 
to or better than that which he can re- 
ceive from England, France or some 
other foreign country, and if the terms of 
sale are equal to or better than similar 
terms which can be obtained elsewhere. 
Americans cannot expect that foreign 
customers will exhibit more sentiment in 
matters of this character than they them- 
selves do in purchasing raw materials in 
our domestic markets. Men are in busi- 
ness throughout the world for the pri- 
mary purpose of making money, and one 
may rest assured that each buyer and 
each seller will try to get his share of 
profits as in the case of the Australian 
firm requesting sixty days time. All 
foreign buyers require a reasonable 
period of time in which to sell goods to 
consumers to whom they in turn must 
grant credit of some sort. 

Where are long time credits needed 
most? At the present time, they are 
unquestionably of greatest necessity in 
those countries of Central Europe which 
have not as* yet returned to economic 
health and also in the Near East, but the 
need for credit is really universal. 


HOW CAN LOSSES BE AVOIDED? 


How can losses be avoided when long 
term credits are granted? If the American 
exporter has established proper represen- 
tation abroad, his agents, when instruct- 
ed to do so, will send him complete in- 
formation regarding prospective custom- 
ers for whom they wish to place orders. 
They will probably tell their American 
principals something about the past his- 
tory of the buyer, his methods of making 
payments on current transactions and 
his standing in the trade. Very often 
some banking comment accompanies the 
facts mentioned. 

It is a simple matter for either the 


export credit man or domestic credit 
man, as the case may be, to obtain from 
Dun or Bradstreet an agency report 
covering the foreign firm. However, 
each name should be investigated further 
through one of the big New York banks 
doing foreign business. An unusually 
good source for credit information of 
this character is at the disposal of the 
members of the Foreign Credit Inter- 
change Bureau of the National Associa- 
tion of Credit Men for that organization 
secures and disseminates actual ledger ex- 
perience among its subscribers. 

If the various bits of information ob- 
tained from these different sources make 
a favorable composite picture, the Amer- 
ican manufacturer runs little, if any, 
more risk than in granting similar terms 
to an equally good house at home, provid- 
ed the economic and political conditions 
in the country in which the foreign buyer 
lives do not show unfavorable tenden- 
cies. Obviously, it would be foolish to 
sell in a country which is in the midst of 
a civil war or one which sits on the verge 
of bankruptcy, without making some at- 
tempt to safeguard the payment of the 
necessary drafts either by way of an ir- 
revocable confirmed letter of credit or 
otherwise. ‘The Department of Com- 
merce, through its trade investigators 
and consuls, is constantly receiving in- 
formation regarding the state of health 
of foreign countries. This is equally true 
of our large international banking or- 
ganizations, in addition to which our 
daily newspapers and magazines carry 
news items and comment regarding the 
foreign situation so that there is no ex- 
cuse for any one not knowing where the 
world is headed and usually why it is 
going there. 


SHIPPING GOODS ON CONSIGNMENT 


To sum up: If the foreign buyer ap- 
pears to be honest, financially strong, 
and a resident of some part of the world 
where peace and prosperity prevail, the 
American manufacturer should do for 
him, whether his name be Luigi, Otto or 
Jose, exactly what he would do for Luke, 
Pete or Jack. 

With respect to the policy of shipping 
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goods abroad on consignment, the ques- 
tion is often raised whether this is safer 
and more satisfactory than extending 
credit by way of 60, 90 or 120 day 
drafts. Most experienced exporters be- 
long to the homeopathic school which 
holds that the draft method is better; 
first of all, because it gives the seller a 
tangible evidence of indebtedness from 
the buyer; and, second, because a definite 
maturity date is fixed by the acceptance 
of the draft, thus enabling the seller to 
know when payments will be made to 
him. It can be readily seen that in the 
case of bankruptcy or other difficulties, 
consigned goods may be hard to get 
back and great difficulties must be sur- 
mounted even in the matter of proving a 
claim as creditor. If sellers are willing 
to ship goods abroad for an indefinite 
period of time, such transactions can be 
handled very satisfactorily if the ship- 
ments are sent to a foreign bank with 
instructions that the merchandise is to be 
warehoused upon arrival at its destina- 
tion, and partial release permitted 
against payment or in accordance with 
other definite conditions. Shipments of 
this type really create for the American 
manufacturer a foreign depot which in 
certain lines of merchandise may be es- 
sential for the development of satisfac- 
tory sales, although many concerns in 
this country do not wish to tie up their 
money in that way. 


THE MATTER OF COMPETITION WITH 
EUROPE 


In conclusion, it is important to point 
out that England, France, Germany and 
the other important nations of the world 
look largely to export trade as the means 
by which their finances will be rehabili- 
tated. Consequently, it may be assumed 
that increasingly keen competition will 
be met in the years to come and that 
corporations, firms and individuals in 
other lands will not overlook any legiti- 
mate means by which to secure customers 
of the right type. Part of the program 
will be the extension of long time credits 
whenever they can be granted safely. 
The big foreign banks abroad will finance 
such transactions gladly. The attitude 
of the American banker is exactly the 
same as that of his foreign confrere in 
that he will permit his customers to do 
business on long term credits if he is 
assured that the customer knows his busi- 
ness and is merely meeting overseas com- 
petition. The bankers will not and 
should not permit American exporters 
to run wild by extending six months 
credit where three months will do the 
job; nor, should they allow the inexperi- 
enced exporter to borrow large sums 
even on a ninety day draft. Export man- 
agers find little difficulty in obtaining 
banking help if they present their 
problems intelligently to international 
bankers. 


SECURING ADDITIONAL INDORSER WITHOUT 
MAKER’S CONSENT NOT A DEFENSE 


[Continued from page 691] 


ing that as appellant’s only defense to 
the note sued on. 
Judgment affirmed. 


TITLE TO DRAFT DEPOSITED FOR 
COLLECTION, REMAINS IN 
DEPOSITOR 
First National Bank of Roswell, N. M., 


v. Smith Bros. Grain Company, Court of 
Appeals of Texas, 276 S. W. Rep. 951. 


The plaintiff, Smith Bros. Grain Com- 


pany, obtained a judgment against Levers 
& Company and undertook to garnish 
funds in the hands of the Farmers’ and 
Mechanics’ National Bank at Fort 
Worth, which came to the bank 
under the following circumstances. 
Levers & Company drew a draft on 
Rogers & Co., in care of the Farmers’ 
and Mechanics’ National Bank of Fort 
Worth, payable to the First National 
Bank of Roswell. The draft was drawn 
against a carload of hay shipped to the 
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order of Levers & Co., notify Rogers & 
Co. The Roswell bank gave Levers & 
Co. credit for the amount of the draft, 
upon receiving it, but charged interest 
thereon. The amount of the draft was 
subject to deduction of the amount of 
freight on the car. It was held that the 
draft was delivered to the Roswell bank 
for collection, that the bank did not ob- 
tain title to it or to its proceeds and that 
the plaintiff was entitled to the fund in 
the hands of the Fort Worth bank as 
the judgment creditor of Levers & Co. 

Action by the Smith Bros. Grain Com- 
pany against R. E. Levers & Co., in 
which the Farmers’ and Mechanics’ Na- 
tional Bank of Fort Worth was gar- 
nished, and wherein the First National 
Bank of Roswell, N. M., appeared and 
controverted the pleading of plaintiff. 
From a judgment for plaintiff, the First 
National Bank of Roswell, N. M., ap- 
peals. Affirmed. 


OPINION 


CONNER, C. J.—Appellee obtained 
a judgment against R. E. Levers & Co., 
and as such judgment creditor garnished 
the Farmers’ and Mechanics’ National 
Bank of Fort Worth, Texas. The Fort 
Worth bank answered that it was not 
indebted to Levers & Co., but that it 
held $193.54, the proceeds of a draft 
drawn by that company, on December 
4, 1923, on E. M. Rogers & Co., pay- 
able to the First National Bank of 
Roswell, N. M., and by that bank sent 
to the garnishee for collection; that the 
amount so collected by the garnishee 
bank was claimed by the Roswell bank 
as its property. 

The appellee controverted the answer 
of the garnishee bank and alleged that 
the Roswell bank had received and ac- 
cepted the draft for collection only, and 
that the drawer of the draft, Levers & 
Co., was in fact the owner of the fund, 
and it prayed that the Roswell bank be 
made a party and that it have judgment 
against both banks for the amount of 
the judgment which it alleged it had 
recovered against Levers & Co., in the 


main suit to which the garnishment was 
ancillary. 

The Roswell bank appeared and con- 
troverted the pleading of the Smith Bros. 
Grain Company, alleging that it had 
purchased the draft from Levers & Co. 
and paid value for the same, and that the 
same was not taken by it for collection 
only, and that the fund collected by the 
Fort Worth bank belonged to it and not 
to Levers & Co. 

The case was tried before the court 
without a jury and resulted in a judg- 
ment for the appellee company, from 
which the Roswell bank has prosecuted 
this appeal. 

The draft in question was drawn by 
R. E. Levers & Co. upon E. M. Rogers 
& Co., care Farmers’ and Mechanics’ 
National Bank, Fort Worth, Texas, and 
made payable to the First National Bank 
of Roswell, N. M., in the sum of 
$322.56. Beneath the figures $322.56 
appear in pencil $129.02, making a bal- 
ance of $193.54. It was indorsed in 
blank by the First National Bank of 
Roswell, and further indorsed: 


“No protest. Do not return account 
nonpayment until disposition instructions 
are furnished by sender. On arrival of 
car Penn 5600332, accept paid freight 
bill as part payment. F. & M. Collection 
No. 18278. Paid December 4, 1923.” 


The trial court found that the draft 
had been delivered to the Roswell bank 
for collection only, and that the pro- 
ceeds in fact belonged to Levers & Co. 
It is manifest that the vital issue in the 
case is one of fact. The draft was not 
indorsed by Levers & Co. for collection 
merely, and at the time of its deposit 
the evidence shows that the Roswell bank 
entered its face value to the credit of 
Levers & Co., which was one of its cus’ 
tomers, and we think that without fur- 
ther explanation and evidence the fund 
would belong to the Roswell bank. 
Under that state of facts the Roswell 
bank would have the legal title and be en- 
titled to recover the draft or its proceeds 
from whomsoever had possession thereof. 
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“Celotex houses make good 
loans. They are sound inside 
and out; inexpensive to main: 
tain and long-lived,’’ says this 
prominent banker. 






Ex-United States Senator 
Wm. Alden Smith, Chairman 
of the Board of Directors, 
sees Rapids Savings Bank, 

rand Rapids, Michigan. 


Look Ahead Five 


— before you loan money 


Years on a house today + * + 


REMARKABLE change is taking 
place in the building of homes 
today. Great comforts and economies 
have been made practical by heat-stop- 
ping lumber that keeps furnace heat 
from leaking out and sun heat from 
beating in. It reduces fuel cost by 
about one-third. 

This new-day building material is 
Celotex Insulating Lumber. Bya process 
which cost millions to perfect, the tough 
fibresof cane have been made into broad, 
strong boards. 

Used in outside walls as sheathing, 
Celotex replaces wood lumber. It gives 
the strength and insulation needed back 
of wood, brick or stucco exteriors at no 
extra building cost. On inside walls and 
ceilings Celotex replaces lath under plas- 
ter. Here, too, it adds both insulation 
and strength, at but slightly more 
cost, but is well worth the difference. 

Celotex is the only effective insulating 
material that provides greater strength 
in the house walls and is not an extra 
item in the building. 


Largely on the advice of architects 
and other building authorities, people 
everywhere are building with Celotex. 
Over 80,000 homes already enjoy its 
advantages. Sales have increased four 
times in the past two years. 

These facts alone challenge your in- 
terest. And they have a vital bearing 
on the building loans you make today. 

Naturally, homes built this way are 
better collateral thanany ordinary house. 
They cost less for upkeep—suffer less 
depreciation—and sell or rent readily. 

And many authorities go so far as to 
say that any home built without insula- 
tion will be obsolete in less than five 
years time. They predict that such houses 
will be hard to sell—hard to mortgage 
—hard torent—because they will be be- 
low thenew American building standard. 

Ask your architect, contractor or 
lumber dealer to tell you more about 
Celotex. Leaders in these lines recom- 
mend its use. Have your secretary 
write for a copy of the Celotex Building 
Book. It explains house insulation fully. 


THE CELOTEX COMPANY, CHICAGO, ILLINOIS 
Mills: New Orleans, La. 


Branch Sales Offices in many principal cities. (See telephone books for addresses) 
Canadian Representatives: Alexander Murray & Co., Limited 


Montreal, Toronto, Halifax, Winnipeg, Vancouver 








The Man 
Most Interested 
in Your 


New Vault 














Your vault at some time during construction 
receives the critical inspection of the profes- 
sional cracksman. 


Bank Vaults constructed by the Rivet-Grip 
System are poor prospects for the bank robber 
and others of his like. Engineers, armed with 
all modern tools of penetration were hope- 
lessly delayed in their attack upon Rivet-Grip 
walls during the Federal Reserve tests at 
Sandy Hook. Hence, the crook with hur- 
riedly gathered equipment makes but little 
progress when attacking Rivet-Grip walls. 


























Even though electric alarms be tampered | 
with or watchmen absent, Rivet-Grip gives’ 
ample protection against undisturbed at- 
tack by the most expert crooks. 









Read our booklet on modern bank vault 
construction if you plan to build or re- 


build. Write for it today. 













The Rivet 6ri ip Steel Co. ‘ . 


2735 PROSPECT CLEVELAND O10 


Rivet-Grip 


BANK VAULT REINFORCEMENT 
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See Provident National Bank of Waco 
v. Cairo Flour Co. (Tex. Civ. App.) 
226 S. W. 499; Atlantic Oil Producing 
Co. v. Dawkins (Tex. Civ. App.) 230 
S. W. 525; West Texas National Bank 
v. Wichita Mill & Elevator Co. (Tex. 
Civ. App.) 194 S. W. 835. But we 
think it was not conclusively so. 

In3 R. C. L. p. 524, § 152, it is said: 

“When a check or other commercial 
paper is deposited in a bank, indorsed for 
collection, or where there is a definite 
understanding that such is the purpose of 
the parties at the time of deposit, there 
is no question that the title to the paper 
remains in the depositor. So, checks 
deposited as checks do not give rise to 
the relation of debtor and creditor, and 
the title to them remains in the deposi- 
tor; the bank merely acting as an agent 
of the depositor for the purpose of col- 
lection. If, on the other hand, there is a 
definite understanding at the time of the 
deposit that such paper is deposited as 
cash, it is clear that the title passes to the 
bank. But, where a check indorsed in 
blank is deposited without any definite 
understanding as to the way it is to be 
treated, but is credited by the bank to the 
depositor as cash, and is so entered upon 
the depositor’s pass book, the question 
frequently arises whether the title to the 
check passes immediately to the bank or 
remains in the depositor. Prima facie, 
according to the weight of authority, the 
passing, to the credit of the depositor, of 
a check bearing an indorsement not in- 
dicating that it was deposited for col- 
lection merely, passes the title to the 
bank. Still, according to the weight of 
authority, the rule above stated is not an 
absolute rule, and is prima facie merely, 
and yields to the intention of the parties, 
expressed or implied, from the circum- 
stances.” 

In Michie on Banks and Banking, vol. 
2, p. 1374, § 156, it is said: 

“It is a well-established rule that, 
where negotiable paper is deposited with 
a bank for the purpose of collection, the 
relation of principal and agent is thereby 
created between the depositor and the 





bank, and not the relation of creditor 
and debtor. The bank becomes the agent 
of the holder or payee, not of the drawer 
or maker. A bank, having received paper 
for collection, does not owe the amount 
thereof to the sender until collected, and, 
though it may enter a credit in its books 
therefor, such a credit may be treated 
as provisional if the paper is afterwards 
dishonored, and it may cancel the 
credit.” 

The rule indicated by the quotations 
just made is supported, we think, by the 
case of Heid Bros. v. Commercial Na- 
tional Bank of Hutchinson, 240 S. W. 
908, 24 A. L. R. 904, in an opinion by 
Justice Hamilton of the Commission of 
Appeals, approved by the Supreme 
Court, and by the later holding of the 
El Paso Court of Civil Appeals in the 
case of Commercial Nat. Bank of Hut- 
chinson v. Heid Bros., 257 S. W. 913. 

If, therefore, nothing had been shown 
except that Levers & Co. had drawn the 
draft payable to the Roswell bank and 
that the Roswell bank had given credit 
therefor to Levers & Co., the judgment 
of the court would have been erroneous, 
but the evidence does not stop at this 
point. The draft was drawn by one J. 
C. Hearne, the office manager of Levers 
& Co. He testified to the effect that he 
personally handled the transaction; that 
accompanying the draft was a carbon 
copy of an invoice from Levers & Co. to 
Rogers & Co.—certificate of weight—a 
shipper’s order bill of lading, covering a 
car of alfalfa hay, consigned to ship- 
per’s order with notification to E. M. 
Rogers; that he turned the draft over 
to the First National Bank of Roswell, 
N. M., and that bank credited Levers & 
Co. with $322.56 for the draft and bill 
of lading; that the draft was subject to 
deductions as to the amount of the same; 
that the freight on the shipment was 
deductible; that, on receiving returns on 
the draft, the paid freight bill covering 
said freight would be, in effect, a draft 
against Levers & Co., and would be pre- 
sented to it for payment in the same 
manner as any other draft would be 
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presented; that the draft was not dis- 
counted to the bank, but just interest 
charged; that the interest charge was to 
be collected from Levers & Co. at the 
time of presenting to them the freight 
bill for payment; that the draft was what 
is known as an “arrival draft,” and that 
the shipment of alfalfa hay covered by 
the draft was subject to inspection at 
destination; that the freight had not been 
prepaid; that the purchase price of the 
hay on which the amount of the draft 
was determined was on basis delivered 
at destination; that in drawing the draft 
no allowance was made for freight; that 
it was subject to rejection upon inspec- 
tion of the hay at destination; that the 
bank at Roswell did not make any in- 
spection of the hay through any of its 
employes. 

There was further evidence to the ef- 
fect that the shipment of hay was from 
Colorado and not from New Mexico, and 
testimony on the part of the bank’s em- 
ployes was to the effect that Levers & 
Co. was to be charged interest on the 
amount of its credit from the date thereof 
until the proceeds of the draft had been 
received by the Roswell bank. There is 
nothing in the evidence to the effect 
that, at the time of delivery of the draft 
to the Roswell bank by Levers & Co., 
there was any special negotiation or 
agreement in the nature of a purchase 
and sale. 

Under such circumstances, we think it 
cannot be said that the trial court’s con- 
clusion was erroneous. The evidence 
bears the inference, at least, that the Ros- 
well bank would not have made an 
absolute purchase of the draft subject to 
a reduction of the amount of freight not 
then known to it and not then known 
by Levers & Co., and also subject to 
the hazard of a rejection upon inspection 
of the hay at its destination, and its 
charge of interest indicates that the credit 
given Levers & Co. was treated as a loan 
and not as a final payment on a pur- 
chase made. 

We accordingly conclude that the trial 
court’s findings of fact and conclusions 


of law should be adopted, and the judg- 
ment affirmed. 


DEMAND NOTE NEGOTIATED 
THREE YEARS AFTER 
ITS DATE 


Finch v. Devanney, Supreme Court of 
Oklahoma, 240 Pac. Rep. 79. 


The Negotiable Instruments Law pro- 
vides that where an instrument payable 
on demand is negotiated an unreasonable 
length of time after its issue, the holder 
is not a holder in due course. 

In this case, a demand note for $1000, 
signed by the defendant and dated 
April 3, 1920, was indorsed by the payee 
without recourse to the plaintiff on 
March 5, 1923. The defendant, by way 
of answer, alleged that the note was 
given without consideration and that the 
payee subsequently told him that the note 
had not been used but had been de- 
stroyed. The defendant further alleged 
that the note had been negotiated to the 
plaintiff, not in due course, but for the 
purpose of defrauding the defendant. It 
was held that the question as to whether 
the note had been negotiated within a 
reasonable time so as to make the plaintiff 
a holder in due course and entitle him 
to recover was a question which was 
properly submitted to the jury. A ver’ 
dict in favor of the defendant was af- 
firmed. 

Action by C. B. Finch against P. J. 
Devanney. Judgment for defendant, 
from which plaintiff appeals. Affirmed. 


OPINION 


RILEY, J.—This action was com’ 
menced in the district court of Beckham 
county by plaintiff in error, C. B. Finch, 
as plaintiff, and against the defendant in 
error, P. J. Devanney, as defendant be- 
low. For convenience the parties will be 
mentioned as they appeared in the trial 
court. The action is based on a promis 
sory note in the sum of $1000, dated 
April 3, 1920, due upon demand, the 
same being executed by defendant to A. 
M. Cuff, and negotiated by Cuff, with: 
out recourse, March 5, 1923, to plaintiff, 


C. B. Finch. 





ntiff, 
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The answer of defendant admitted the 
execution of the note, but alleged that 
the same was executed and delivered to 
A. M. Cuff without consideration and 
for the purpose of aiding said Cuff in 
borrowing money; that the defendant 
was informed by Cuff that the note was 
not used, but destroyed. It was further 
alleged by defendant that the note was 
not negotiated to plaintiff in due course, 
but for the purpose of defrauding de- 
fendant. A reply in the nature of a 
general denial was filed by the plaintiff, 
and upon the issues thus joined the cause 
was tried to the jury, and, verdict ren- 
dered in favor of the defendant, judg- 
ment thereon was rendered, and motion 
for new trial was filed and overruled, 
and this appeal perfected. The answer 
of the defendant raised the question of 
the negotiation of the instrument in good 
faith before maturity. On this question 
evidence was offered by the defendant as 
to the reasonableness of the time for 
negotiation of demand notes. 

The specifications of error set out by 
plaintiff in 1, 2, 3, 4, 5 and 6 are leveled 
at the testimony of witnesses Marsh, 
Ford and Johnson, which testimony was 
admitted by the trial court touching upon 
the custom and usages of banks and 
others as to the reasonableness of time 
in the matter of negotiability of com- 
mercial paper. It is asserted by plaintiff 
that demand notes are negotiable until 
demand has been made for payment, 
which demand must be made within a 
reasonable time, but it is contended by 
plaintiff that the question as to whether 
or not a reasonable time has elapsed is 
one governed by the particular facts in 
each case, and that proof touching this 
question is competent, relevant, and ma- 
terial only when confined to the par- 
ticular facts shown in evidence. 

Section 7723, Compiled Oklahoma 
Statutes 1921, provides as follows: 

“Where an instrument payable on de- 
mand is negotiated an unreasonable 
length of time after its issue, the holder 
is not deemed a holder in due course.” 

Section 7667, Compiled Oklahoma 
Statutes 1921, provides: 


“In determining what is a ‘reasonable 
time’ or an ‘unreasonable time,’ regard 
is to be had to the nature of the instru- 
ment, the usage of trade or business (if 
any) with respect to such instruments, 
and the facts of the particular case.” 

The witness Marsh testified that he 
was cashier of the Beckham County Na- 
tional Bank of Sayer, Okla., and had 
been such for a period of seventeen 
years; that a demand note would be con- 
sidered by the banking department as 
bad paper six months after date; that 
in the locality, under the usage and cus- 
tom existing, three years would be an 
unreasonable length of time in which to 
negotiate a demand note. The witnesses 
Ford and Johnson testified in substance 
to the same effect. 

Bearing in mind the provisions of the 
law relating to negotiable instruments 
as contained in section 7667, supra, and 
the facts disclosed by the record that the 
note sued upon was dated April 3, 1920, 
made payable after date, and that Finch 
acquired the said note on March 5, 1923, 
and was at that time engaged in the 
banking business at Gotebo, Okla., and 
had theretofore lived in the locality 
where the defendant resided, we see no 
reason why such evidence as complained 
of was not admissible. 

The note forming the basis of the 
action was introduced in evidence, the 
particular facts regarding the relation of 
the parties, the execution, delivery and 
assignment of the note, as contended by 
the plaintiff and defendant, were before 
the jury, and, under the statute, evi- 
dence complained of in respect to usage 
and custom of business, confined to the 
element of time in the negotiation of 
demand notes, was material and perti- 
nent to the proper consideration of the 
matter. 

It may be borne in mind that it does 
not appear from the record nor from the 
note itself that any amount of interest 
or principal was paid upon the note sued 
upon. 

In the case of Besse v. Morgan, 84 
Okla. 203, 202 P. 1012, it is said: 

“Even though the defendant offers no 
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evidence on rebuttal to disclose that the 
plaintiff was not a bona fide holder of 
the note in due course, but where de- 
fendant has denied said fact, and the 
evidence introduced on the part of the 
plaintiff to prove such fact is of such 
nature that men of ordinary intelligence 
might draw different conclusions there- 
from, it is not error for the court to re- 
fuse to instruct a verdict for the plain- 
tiff.” 

We are of the opinion that the evi~ 
dence bearing upon the usage and cus- 
toms of trade and business with respect 
to promissory demand notes, and bearing 
upon the reasonableness of time of ne- 
gotiation of such instruments, in view 
of the particular facts of the case at bar, 
was admissible to determine whether or 
not the plaintiff was a holder in due 
course. There is no precise time when 
such a note is to be considered dis- 
honored. It depends upon the instru- 
ment itself, the local usage, and the 
situation of the parties, or, in short, the 
special facts of each case. 

Consideration given to both the 
statute and authorities, the question of 
reasonable time seems to be one of fact 
to be determined by the circumstances of 
the particular case. German-American 
Bank v. Mills, 99 App. Div. 312, 91 
N. Y. S. 142; Barbour v. Fullerton, 36 
Pa. 105; Bacon v. Harris, 15 R. I. 599, 
10 A. 647. 

In the following cases, wherein the 
period of from two and a half to eight 
months’ time had elapsed, it was held 
that such time was beyond a reasonable 
period and sufficient to dishonor a de- 
mand note. Losee v. Dunkin, 7 Johns. 
(N. Y.) 70, 5 Am. Dec. 245; Ayer v. 


Hutchins, 4 Mass. 370, 3 Am. Dec. 232. 
There is, however, no definite rule iv 
be applied, and, amonz other elemenis, 
“the facts of the particular case” are 
to be considered. The question of rea- 
sonable time in such cases is a proper 
matter for the determination of a jury. 

In the case of Herrick v. Woolverton, 
41 N. Y. 581, 1 Am. Rep. 461, it is said: 

“The rule, that a promissory note, pay- 
able on demand, with interest, is a con- 
tinuing security, does not apply between 
holder and maker. Therefore, a note, 
payable on demand, with interest, trans- 
ferred nearly three months after date, 
is past due when transferred, and sub- 
ject to all defenses that would have been 
available if the suit had been by the 
original payee.” 

See, also, 3 R. C. L. 1047. 


It is contended by the plaintiff that 
the verdict of the jury was not sustained 
by sufficient evidence and was contrary 
to law. The plaintiff, in his brief, points 
out wherein the evidence is conflicting 
and contradictory, yet we see no merit 
in this contention for the reason that this 
court, under the announced rule, in a 
law action will not weigh conflicting 
evidence in order to determine the pre- 
ponderance, but if there is any compe- 
tent testimony that reasonably tends to 
support the verdict of the jury, the judg- 
ment based thereon will not be reversed 
on appeal. See Seyler Development Co. 
v. Mullen, 93 Okla. 293, 220 P. 471; 
Oil Co. v. Oil Co., 93 Okla. 297, 220 
P. 839; Jones v. Hudson, 98 Okla. 116, 
224 P. 185. 


The judgment of the trial court is 
therefore affirmed. 


SHOULD THE FEDERAL RESERVE BANKS BE 
RECHARTERED NOW ? 


[Continued from page 678] 


sibility of such a crisis arising. The 
curing of the present defects is important, 
but they will be handled by Congress 


with far more wisdom if there is not in 


the background the thought that a sit 
uation may be created which will pre- 
vent the renewal of the charters alto 
gether. 
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Boston 


Investment Securities 





Kidder, Peabody & Co. 


Founded in 1865 
Providence 


Government Bonds 


Letters of Credit 


We issue confirmed Circular and Commercial Letters of Credit in £ on 


BARING BROTHERS & CO., Ltd. 
LONDON 


and their correspondents throughout the world; also Letters of Credit in $ on 


THE KIDDER PEABODY ACCEPTANCE CORPORATION 
BOSTON or NEW YORK 


New York 


Foreign Exchange 











SEASONAL VARIATIONS OF BUSINESS IN THE 
BALANCE SHEET 


[Continued from page 694] 


timation of the company’s financial re- 
quirements, and adjusted at the end of 
each month in accordance with what 
actually happened, as against what was 
anticipated. 

This summary budget opens with the 
amount of cash on hand. To this it will 
be noted is added the estimated receipt of 
cash for the month (naturally, chiefly 
from the collection of receivables) and 
to this, in turn, is added the amount of 
money which the company expects to 
borrow during the month. Of course, if 
any other cash receipts were estimated, 
such as funds from the sale of securities, 
sale of additional capital stock or bonds, 
or the sale of certain fixed assets, such 
receipts would be included here before 
arriving at the total receipts. 


Next in the forecast comes a summary 
of the payments for the month: payments 
for merchandise which the company will 
have to purchase during the month; pay- 
ments for merchandise which is ordered 
ahead on the season’s dating; payments 
for merchandise under contracts; pay- 
ments for the finishing of merchandise 
(not for manufacturing, in the case of a 
manufacturing concern, but for bleach- 
ing, dyeing, and finishing as in the case 
of the cotton converter, etc.). 

There is also place provided for the 
estimated payments on account of pay’ 
rolls, rents, sundry bills, etc., and for all 
bank loans maturing during the month. 
These total anticipated payments are de- 
ducted from the total anticipated cash 
receipts and cash balance at end of month 
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“Call-back ” Eliminated by the New Dalton 
“ MULTIPLEX ” Bank Ledger Posting and 
Statement Machine 


D AY after day, the “call-back” grind goes 

on. For posting must be checked— 
other work must wait until this task is done. 
And such a task! It takes two operators’ time. 
It ties up ledgers. It divides responsibilty for 
correct posting. 

But now, the “call-back” and all its disad- 
vantages can be eliminated by the New Dalton 
“MULTIPLEX” Bank Ledger Posting and 
Statement Machine. For this machine checks 
its own work. Through the exclusively Dalton 
Proof Totalizer and the Dalton Proof Tape, 
this new model furnishes automatic printed 
proof of all postings. This is the way it works: 
Checking Work by Proof Totalizer 

The Dalton is equipped with an extra total- 


izer that automatically accumulates both 
checks and deposits as 


which is checked against the predetermined 
total. 


Checking Work by New Balance Proof Tape 


The Dalton also provides a proof tape, 
consisting of an itemized list of new balances, 
printed automatically, without thought on the 
part of the operator. When ledger sheets 
have been posted, the proof tape is torn off 
and preserved for checking against a similar 
proof tape which is supplied automatically 
when the statement run is made. These two 
tapes are placed side by side and visually 
checked without calling back. 

Have a demonstration! 

Only by seeing this new Dalton in action 
can you realize what remarkable savings in 
time and money it will effect for you. Phone 

the nearby Dalton Sales 


the run is made. At the Agent—he will ar 
end of the run, the range a demonstration 
machine automatically at your convenience. 
prints the total of Or write direct for 
checks and _ deposits, descriptive literature. 











Adding-Calculating . Bookkeeping 
Statement and ‘‘Cash Register’? Machines 
THE DALTON ADDING MACHINE SALES COMPANY 
Cincinnati, Ohio, U. S. A. 


Agents for Canada: The United Typewriter Co., Toronto and Branches 
Sales Agencies in ALL the Principal Cit es of the World 














thwre 


a~_— Ar fF & tf wee & > bees 











ined 


ape, 
ices, 

the 
eets 

off 
vilar 
ally 
two 
ally 


Hl 








THE BANKERS MAGAZINE 751 





—_——_ 


is estimated. This estimated cash balance 
at the end of month is naturally the esti- 
mated cash balance for opening of the 
following month. 


FINANCIAL FORECAST FOR....19.... 
Amount on hand ———- 
Receipts estimated Racwes 
Borrow 
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BALANCE $ 


This summary of financial forecast as 
here given is brief and does not take in 
the minute details of the allocation of 
expenses to various departments and 
phases of the business. It is merely a 
summary of estimated cash receipts and 
cash disbursements providing a means to 
estimate bank borrowings and duration 
of bank loans. The names of banks can 
be inserted both under the cash receipt 
side and the payment side. If the name 
appears on both sides it indicates a re- 
newal. Of course, a budgeting is not 
as simple as this form might tend to in- 
dicate, as this is not a detailed budget for 
each department and phase of the busi- 
ness, but is merely a synopsis for the 
month of the entire business. A certain 
volume of business is anticipated and 
agreed upon by the sales manager and 
the officers of the company, and based 
upon this anticipated volume, the com: 
pany’s affairs are budgeted with regard 
to purchases, borrowings, collections, 


payments for labor, duration of bank 
loans, etc. 

As previously stated, the treasurer’s 
acquaintance with the particular com- 
pany’s experience in the past, or the ex- 
perience with other companies enables 
him to estimate receipts and payments 
rather accurately once it is agreed upon 
as to volume, on which the affairs are 


to be budgeted. 


QUESTIONS AND ANSWERS ON 
CREDIT PROBLEMS 


QUESTION: Some of the automobile 
finance companies borrow on a straight 
note basis, rather than on collateral trust 
notes. We would appreciate your com- 
ments on the straight note form of bor- 


rowing.—B. C. D. 


ANSWER: There is a wide range in 
the form of obligation used by finance 
companies. Some borrow on collateral 
trust notes with the guarantee of two 
surety companies. Others borrow on the 
guarantee of one surety company. Some 
others borrow on their own collateral 
trust notes, and as mentioned, some on 
straight paper. Even when the collateral 
trust note is used, the margin pledged 
over and above the obligation varies. 
Some pledge $1 of customers’ paper for 
each dollar of collateral trust notes, giv- 
ing no margin. It is, therefore, evident 
that the manner in which the finance 
company is able to borrow is a great deal 
dependent upon its general standing and 
reputation. 

It costs money to obtain a surety com- 
pany’s guarantee, and it also costs money 
to place the collateral with an inde- 
pendent bank. The finance companies 
which are able to borrow substantially 
without this expense are in a fortunate 
position. In the case of trusteeing the 
collateral, the trustee, usually a bank, as 
sumes no obligation as to the goodness of 
the collateral, but merely certifies that 
there has been a certain amount of notes 
in dollars assigned to it, which it holds 
against a specified amount of collateral 
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trust notes. It would be perfectly possible 
for the finance company to place with a 
trustee bogus notes, and while the trustee 
might certify that it has a certain amount 
of collateral there is nothing to assure the 
goodness of it. The proposition, there- 
fore, resolves itself largely into one of 
confidence in the management of the 
finance company; that it will make its 
loans on a proper basis, and conduct its 
affairs in an honest and legitimate way. 


Once this is assured, it makes little 
difference whether collateral trust notes 
are issued or not. The collateral trust 
notes are of course, a feature in holding 
borrowings within a certain proportion 
of the company’s assets, but here again, 
if the management is honest and running 
a clean shop, it will keep its finances in 
proper condition, and will not borrow 
more money than it can use in making 
proper loans. 


THE CANADIAN FEDERAL TARIFF BOARD 


[Continued from page 697] 


the crop season advances to a stage where 
there is some indication of the year’s re- 
sults. Thus far conditions on the land 
are promising and there would seem to be 
reason to anticipate that, in view of crop 
conditions, the prices to prevail this fall 
will be very satisfactory from the farm- 
ers’ standpoint if there is anything like 
an average yield. At the same time de- 
velopments in the United States will be 
watched very closely for their influence 
on this side of the border. The psycho- 
logical influence is important but there is 
to be considered also the practical effect 
of any considerable surplus of manufac- 
tured products in the United States, fall- 
ing off in employment, etc. 

An interesting development indicating, 
in a significant way, the economic conse- 
quences of the development of export 
trade in relation to import trade is noted 
on the Pacific Coast. Following the open- 
ing of the Panama Canal, the port of 
Vancouver has developed in an impor- 
tant way as a factor in the shipment of 
the western Canadian grain crop to 
European markets. However, as the ex- 
port trade in wheat through the canal 
has developed, it has been found that the 
vessel owners, looking for cargoes to 
move to this country, have accepted ship- 
ments of coal at very low rates and this 
product, moved by the aid of subsidies 
to insure employment in England, is 
being landed in Vancouver at prices to 
compare favorably with the product of 
the mines of British Columbia. This 


is a case of bringing coal from Newcastle 
to sell practically at the pit mouths of 
mines on the Pacific Coast of America. 

Canada is building up a very satisfac- 
tory trade with the Far East. During 
the last year the value of trade between 
Canada and Japan increased $3,000,000, 
setting a new record. The record is 
particularly notable in view of the fact 
that British Columbia's lumber exports to 
Japan were not as high as they have been 
averaging during the previous few years. 
The volume of trade between Canada 
and Japan in 1925 was $33,125,000, of 
which over $25,000,000 was represented 
by exports of Canadian goods. In other 
words Canada’s share was nearly five- 
sevenths of the total—a rather one-sided 
proportion, although with the return of 
more stabilized conditions in the Orient 
it is expected that a more balanced trade 
will prevail. Nearly $10,000,000 worth 
of wheat alone was shipped to Japan last 
year. Pulp exports aggregated $2,250, 
000. Increases were noted also in as 
bestos and beef. 

Unseasonable spring weather has been 
an unfavorable factor in retail trade, but 
reports from principal distributing points 
as to orders for future delivery are more 
encouraging. Sales of drygoods and 
wearing apparel in Eastern Canada are 
expected to average slightly higher for 
the spring season than for 1925, while 
purchasing by retailers in the western 
provinces is on a much more extensive 
scale than that of a year ago. 
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king THE rapidly increasing Interest shown by American Investors in the 
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A Monograph Entitled 
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THE FINANCIAL AND ECONOMIC SITUATION 
ABROAD 


[Continued from page 721] 


United States to meet government obli- 
gations was made early in April. A part 
of this amount will probably be used to 
stabilize exchange. 


JAPAN’S ECONOMIC CONDITION 


In an article in the Foreign Securities 
Investor, H. Kashiwagi, agent Yoko 
hama Specie Bank of New York, dis- 
cusses the rapid appreciation of the yen 
which was noticed in these columns last 
month. He attributes it to three factors: 
the thoroughgoing practice of liquidation 
and readjustment of finance throughout 
Japan, illustrated in the reduction of the 
budget 100,000,000 yen from 1,654,000,- 
000 yen in 1924 to 1,549,000,000 yen 
in 1925, and the stabilization of the note 
issue and the gold reserve of the Bank 


of Japan since 1923; the betterment of 
the foreign trade balance, which reduced 
the excess of imports from 646,000,000 
yen in 1924 to 265,000,000 yen in 1925, 
while increasing the total amount of both 
exports and imports; and the importa- 
tion of a large amount of foreign money. 
“To sum up,” he says “Japan’s condition 
in general has improved greatly since the 
catastrophe of 1923, due partly to the 
hard work and thrift of the Japanese 
people, and partly to the friendly support 
of foreign nations, particularly America 
and England. Liquidation and readjust- 
ment of all economic difficulties were met 
with wisdom and courage, leading toward 
the marked improvement of the external 
balance sheet of Japan in 1925.” He 
attributes the recent sensational yen rise 














THE BANKERS MAGAZINE 
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Pennell & Jordan offers Interior 
Equipment Engineering Service to 
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This specialized service includes 
the developing of practical and 
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to speculation, adding that “the Japan- 
ese people have an earnest desire for the 
early recovery of the yen throughout the 
world. They do not want, however, an 
abnormal advance in the yen rate, caused 
by extreme speculation. They do not 
wish a hasty decision to return to the 
gold standard. The more speculation in- 
creases the higher the exchange rate will 
go, and the further away will be the time 
of returning to the gold standard. The 
Japanese nation has vindicated its ability 
to handle financial matters throughout 
the world for the last three years, and 
upon this conviction it will proceed slow- 
ly but steadily toward the goal of the 
gold standard.” The Scandinavian coun- 
tries have found that proceeding slowly 
toward the gold standard is more disas- 
trous to business than a sudden resump- 
tion of gold payments. It will be in- 
teresting to see whether Japan has the 
same experience. 


CHINESE TAXATION 
Thomas F. Millard, who has been 


writing an interesting series of articles 
in the New York Times on conditions in 
China, devotes one of them to taxa- 
tion. He begins with a comparison of 
the per capital federal taxes of other 
countries with China: 


PER CAPITA FEDERAL TAXATION 


Great Britain 

France 

United States 

Belgium 

Japan 

Philippines 

Indo-China 

Siam ; 

IID a arce ada isla hs oot ardésale 15.00 
1.20 


This, however, is only the amount of 
“legitimate” taxation in China, and Mr. 
Millard goes on to say that China has 
two kinds of taxation—legitimate and 
illegitimate. The illegitimate taxation is 
simply tribute paid to various mandarins 
and potentates. The Chinese do not ex- 
pect to get anything back in government 
service for taxes paid. They merely ex- 
pect to be left alone. Lately they are 
not even left alone. How this “taxation” 
works in illustrated in a letter from a 
missionary in central China, quoted by 
Mr. Millard: 

“A fairly prosperous farmer received 
a visit from a yamen runner, who told 
him he must pay $300 to the magistrate. 
The farmer protested and tried to evade 
the demand, but in the end he thought 
better of it and gave the money. 

“Three days later a military officer 
arrived with a file of soldiers, and de- 
manded $500 for the general command- 
ing the district. The farmer again pro 
tested and said that he did not have so 
much money; whereupon the soldiers 
left, taking with them one of the farmer's 
young sons. The next day the farmer 
managed to scrape the money together, 
and paid it, whereupon his son was re- 
stored to him. 

“A few days after that some bandits 
appeared and demanded $200. The 
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farmer sent word to the magistrate and 
to the general (both of whom had prom- 
ised him protection if he met their 
demands) but got no help, and he had 
to buy off the bandits. 

“That farmer has been stripped, and 
the people in this district have no pro- 
tection from this kind of thing. As soon 
as they manage to accumulate anything it 
is taken from them. Conditions seem to 
get worse all the time.” 


FIGHTING HAMPERS BUSINESS 


The operations of the militarists in 
China are making bad business condi- 
tions. Stocks of kerosene, tobacco, lum- 
ber, dyes, machinery, flour, canned food- 
stuffs are very low, and prices have ad- 
vanced sharply, in some cases almost 100 
per cent. The railroads are in very poor 
condition, due to undermaintenance, § 
and in addition to that rail transportation ff 
from Peking has been suspended, making 
business virtually impossible. Permanent | 
improvement in business must wait on covers 

x | wealth, the 
the establishment of a stable government. prowpeiity and. 
| 





BUSINESS DEPRESSION IN SOUTH AMERICA I I B S OF | 


Almost all of the countries of South 
America seem to be suffering from de- 
pressed business, Argentina in particular. 
Export trade has fallen off in that coun- 
try sharply, and the year ended with an 
import balance of trade of $8,500,000 friehde visi and 
instead of the expected export balance of 
$50,000,000. Exports continue unsatis- 
factory, and money is tighter at 6 to 8 
per cent. The government is reported to 
be making strenuous efforts at economy 
to reduce taxes to encourage business. 
In Chile the condition is much the 
same, but a-+gradual improvement is 
noticed, with the disappearance of the 
credit stringency. Conditions in Brazil 
are quiet, with some improvement in in- 
dustry reported. Dullness is also re- 
ported in Uruguay and Paraguay, with : of 
severe depression in Peru. The fact and 
that the seasonal rains have not arrived 
in Columbia is holding up business there, 
due to the impossibility of moving freight 
to the interior on the Magdalena 
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To Trust Companies and Banks 


we offer the complete service of our various depart- 
ments and branches for the care of business or 
inquiries directed to us. 
Accounts of banking executives invited. 


UNITED STATES 
MORTGAGE & TRUST COMPANY 


Capital, Surplus and Undivided Profits, $7,500,000 


Main Office: 55 Cedar Street 


New York 


Individual Checking 


Madison Avenue at 74th St. 
Lexington Avenue at 47th St. 








river. Ecuador seems to have received 
Colombia’s share of rain, for severe 
floods are reported in the Oro Province. 
A rain of eighteen hours is reported, 
causing property damage of $2,000,000 
and loss of fifty lives. 


THE CRISIS IN ECUADOR 


A financial crisis is also troubling 
Ecuador, but the details are so meagre 
that the cause can only be surmised. 
These are the facts: a provisional presi- 
dent was declared by the military govern- 
ment and entered office on April 2. On 
April 12, newspaper reports were to the 
effect that the Banco Commercial y 
Agricola, the Chimborazo Banking 
Society, and the Italian Bank, all of 
Guayaquil, had refused to honor checks 
of the Ministry of Finance, and were 
closed by the government and the mana- 
gers sent to prison. The dispatch says 
that all the other banks “are paying de- 


positors on demand” which may indicate 
that there were runs on the other banks. 

Later it was reported that the mana- 
gers of the banks had been released and 
Chimborazo Banking Society and the 
Italian Bank had reopened, while a sub- 
committee of shareholders of the Banco 
Commercial y Agricola had been appoint- 
ed to adjust the difficulty between the 
government and the bank. The report 
ends with the terse comment that “tele- 
graphic censorship has been decreed.” 
This accounts for the lack of detailed 
information. 

The government is taking steps to see 
that such a crisis shall not occur again, 
if it is due to defects in the banking 
structure. Dr. E. W. Kemmerer of 
Princeton University, who has reorgan- 
ized the banking systems of so many 
South American countries, and who has 
just returned from studying conditions in 
Poland, has been invited to act with a 
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commission of eight experts in reorgan- 
izing Ecuador’s national finances. The 
commission is to begin work in October 
and continue for three months, after 
which it is reported that Bolivia will 
want Dr. Kemmerer to perform a like 
service. : 
RUNS ON CUBAN BANKS 


On April 10 a run suddenly developed 
on the branches of the Royal Bank of 
Canada. There seems to be no very 
clear idea as to what caused the run. Low 
sugar prices have been prevailing in the 
West Indies for almost six months, result- 
ing in dull business, but there was no 
sudden further decline to precipitate a 
run on the banks. The run is believed to 
have been caused by a false rumor cir- 
culated by a discharged employe of the 
Royal Bank that it had suspended pay- 
ments. Another report says that the 
run was caused by fear of a general 
moratorium. 

The alarm spread, and there were runs 
on branches of the National City Bank 
and other banks. Attempts were made 
to restore confidence by having President 
Machada deposit with great ostentation 
$100,000 in the Havana branch of the 
Royal Bank of Canada, in full sight of 
the withdrawing depositors. Secretary 
of Public Works Cespedes in the same 
manner, deposited $200,000 in the Banco 
del Commercio. This had a great deal to 
do with restoring confidence. 

In the meantime money was rushed to 
Cuba from the Atlanta Federal Reserve 
Bank, the New Orleans Federal Reserve 
Bank, and from Jacksonville, the total 
aggregating, according to the reports, 
over $40,000,000. This was shipped 
throughout the island, to meet withdraw- 
als at any point. The Cuban Govern- 
ment also advanced about $50,000,000 
to the banks. The shipment of money to 
Cuba was reflected in the calling of about 
$35,000,000 of loans in the New York 
market, causing a temporary rise in the 
call loan rate from 4 to 5Y2 per cent. 

By April 14, however, the whole panic 
seemed to have passed, and the runs were 


5 


over. But the underlying trouble, which 
is the unsatisfactory condition of the 
sugar industry, still remains, and will 
continue to be a problem for some time. 
It illustrates again the danger of a city 
or a section relying too much on one crop 
or one industry. 


FAR EAST TRADE 


Heavily stocked markets and seasonal 
fluctuations, combined with lower prices 
for some leading staples, tended to reduce 
the total February trade of the United 
States with the Far East by $39,175,000 
under January from $226,083,000 to 
$186,908,000, or 18 per cent. Compared 
with the $132,884,000 total trade of 
February, 1925, however, there was a 
gain of $54,024,000, or 43.8 per cent. 

Both imports and exports shared in 
approximately the same proportion in the 
reduction. Preliminary returns show 
that our February sales to the Orient, 
footed up $55,497,000, a drop of $10,- 
683,000, or 16 per cent. from the pre- 


ceding month’s figure of $66,180,000, 
but an advance of $13,582,000, or 32 
per cent. over the $41,915,000 exports in 
February of last year. Due largely to the 
drop in rubber prices our purchases from 
the Far East also slumped by $27,492,- 
000 from $159,903,000 to $131,411,000, 


or 17 per cent. But this was an actual’ 
increase of $40,442,000, or 17 per cent. 
over imports for February, 1925, when 
they were valued at $90,969,000. 

Each of the important countries of the 
Far East reduced its takings of Ameri- 
can products for February, from 2.5 per 
cent. in the case of India to 40 per cent. 
in that of the Dutch East Indies. 
The Philippines alone registered a drop 
in the export trade with the United 
States, compared with the same period 
last year, while Australia and India 
were the only important countries show- 
ing a corresponding decline in imports. In 
contrast with these losses, an interesting 
feature was the general advance in ex- 
ports to the less important countries, 

[Continued on page 772] 











The Chase National Bank 


of the City of New York 


57 BROADWAY 
Organized 1877 


HE consolidation of The Chase National 


Bank and the Mechanics and Metals National 
Bank became effective Monday, April 12th, 1926. 
All of the facilities of the consolidated institutions 
are under the supervision of experienced banking 
The executive personnel is as follows: 


otiicials. 


ALBERT H. WIGGIN 
CHAIRMAN OF THE BOARD 


JOHN MCHUGH 
PRESIDENT 


GATES W. McCGARRAH 
CHAIRMAN OF THE EXECUTIVE COMMITTEE 


ROBERT L. CLARKSON 
VICE-CHAIRMAN OF THE BOARD 





SAMUEL H. MILLER 
CARL J. SCHMIDLAPP 
REEVE SCHLEY 
SHERRILL SMITH 
HENRY OLLESHEIMER 
ALFRED C. ANDREWS 
ROBERT |. BARR 


ALEXANDER S. WEBB 
FREDERICK W. GEHLE 
GEORGE W. SIMMONS 
EDWIN A. LEE 
WILLIAM E. PURDY 
GEORGE H. SAYLOR 
M. HADDEN HOWELL 


VICE-PRESIDENTS 


VICE-PRESIDENT AND CASHIER 


WILLIAM P. HOLLY 


SECOND VICE-PRESIDENTS 


ARTHUR M. AIKEN 


COMPTROLLER 
THOMAS RITCHIE 


GEORGE E. WARREN 
GEORGE D. GRAVES 
FRANK O. ROE 
HARRY H. POND 
SAMUEL S. CAMPBELL 
WILLIAM E. LAKE 

M. G. B. WHELPLEY 


ALFRED W. HUDSON 
JAMES L. MILLER 
JOSEPH C. ROVENSKY 
BENJAMIN E. SMYTHE 
JOSEPH PULVERMACHER 
LEON H. JOHNSTON 
FRANKLIN H. GATES 
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HE program of the one- 
[ay session of the Fi- 

nancial Advertisers’ As- 
sociation in Philadelphia on 
June 23, a part of the annual 
convention of the Advertis- 
ing Clubs of the World to 
be held June 19 to 23 during 
Philadelphia’s sesqui-centen- 
nial exposition, has been an- 
nounced by H. Ennis Jones, 
of the Franklin Trust Com- 
pany of Philadelphia, chair- 
man of the program commit- 
tee. One of the features of 
the session will be four round 
table luncheons on the ad- 
vertising of four depart- 
ments of the bank. The pro- 
gram follows: 

9.30 a.m. Meeting called 
to order by H. Ennis Jones, 
assistant to the president 
Franklin Trust Company, 


CARROLL RAGAN 


Advertising manager United 
States Mortgage and Trust Com- 
pany of New York and president 
of the F. A. A., who will preside 
over the Philadelphia meeting. 


Philadelphia, chairman pro- 
gram committee. 

9.35 a. m. Address of wel- 
come by a _ Philadelphia 
banker. 

9.50 a. m. 


Carroll Ragan, 


Response by 
advertising 


manager United States Mort- 


H. ENNIS JONES 


Assistant to president Franklin 
Trust Company of Philadelphia 
and chairman of program com- 
mittee Philadelphia meeting of 
the Financial Advertisers’ Asso- 
ciation. 


gage and Trust Company, 
New York City, president 
Financial Advertisers’ Asso- 
ciation. 

10.00 a. m. T. H. Sewell, 
Ohio Savings Bank and Trust 
Company, Toledo, Ohio. 
Subject: “Are Banks Adver- 
tising Their Community, or, 
Should they?” 

10.25 a. m. O. Howard 
Wolfe, assistant cashier Phil- 
adelphia Girard National 
Bank. Subject: “Living Up 


to Your Bank's Advertising.” 

10.45 a. m. Charles R. 
Weirs, assistant vice-presi- 
dent National Shawmut 
Bank, Boston, Mass. Subject: 
“An Outsider’s Viewpoint of 
Financial Advertising.” 

11.10 a. m. Francis H. 
Sisson, vice-president Guar- 
anty Trust Company, New 
York City. Subject: “Selling 
Trust Service.” 

11.40 a. m. Clinton F. 
Berry, assistant vice-president 
Union Trust Company De- 
Mich., second vice- 
president Financial Adver- 
tisers’ Association. Subject: 
“Life Insurance Trusts.” 

12.10 p. m. Announce- 
ment by President Carroll 
Ragan. 


troit, 


CLINTON F. BERRY 


Assistant vice-president Union 
Trust Company of Detroit and 
second vice-president of the F. 
A. A., who will address the 
Philadelphia session of that or- 
ganization on the subject of 
“Life Insurance Trusts,” 
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12.15 p. m. Adjournment. Cooke, assistant cashier First “THE Voluntary Trust” and 

1.00 p. m. Luncheons: National Bank, Chicago, Ill.; “The Duties of an Executor” 
Savings department, C. H. investment department, Ed- are the titles of two booklets 
Handerson, publicity mana~ mond Boushelle, advertising recently published by the 
ger Union Trust Company, manager A. B. Leach & Co., State Street Trust Company 
Cleveland, Ohio; trust de- New York City, N. Y. of Boston. The first of these 
partment, Paul Hardesty, 2.30 p. m. Historical tour booklets tells what the prin- 
assistant cashier, Union Trust of Philadelphia and Valley ciple of the voluntary trust 
Company, Chicago, IIl.; com- Forge leaving from head- is, what it does, and how it is 
mercial department, Guy quarters hotel. founded. The booklet then 
describes briefly several forms 
which the voluntary trust 
may take. The second of 
these two booklets tells what 
the executor must do, and the 
qualifications which he should 
possess for his duties. The 
closing paragraph reads: 
“The staff of the State Street 
Trust Company is trained to 
discharge the duties of an 








executor. It is composed of 
men picked and _ trained 
for this special task; men 
skilled in accounting and 
with the necessary knowl- 
edge of values; men of 
ample responsibility, — thor- 
oughly familiar with such 
work. When you have con: 
sidered it, if you feel that 
you would like to talk with 
these officers before your ex’ 
ecutor is named, you will find 
them ready at all times to 
receive you.” 





THEODORE Tefft Weldon has 


signed as advertising man 
“But I tell you, Margaret, this stock will mean big resigned us advertis : 
money for you. Think of the children and their future.” ager of the Northern Trust 
“I am thinking of them, Tom, and so did dear Company of Chicago to be- 
George. That's why we get a comfortable insurance ; 2) es il a of 
trust check every month from the Cleveland Trust. come first vice-presiden 
ao ee eee ee em the William Elliot Graves 
from the bank always comes on time.” > beak 
Company, creators of ban 


Putting real art into financial advertising. This artistic advertising materials and of 
black and white drawing in the above reproduction of a plans for bank advertising 
newspaper advertisement of a Cleveland bank marks a campaigns. Mr. Weldon has 
unique and striking departure from the usual form of , ‘butor 
art work in bank advertisements. been a frequent contribute 
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to THE BANKERS MAGAZINE 
for which he wrote during 
the year 1925 a series of five 
articles on the subject “A 
Complete Campaign for New 
Trust Business.” 


As A MEANS of stimulating 
the interest of the bank’s em- 
ployes in keeping themselves 
informed regarding the vari- 
ous services of their institu- 
tion, the First National Bank 
in St. Louis recently pub- 
lished in its monthly house 
organ for the bank’s employes 
The Buzzer a number of 
questions frequently asked by 
bank customers. These ques- 
tions read as follows: 

1. Do you know what is 
meant by “getting new busi- 
ness?” 

2. Do you realize that old 
business kept is new business 
all the time and a satisfied 
client is the best advertise- 
ment a bank can have? 

3. Do you know that one 
must be identified to open a 
checking account? 

4. Do you know that the 
party opening a savings ac- 
count with a small initial de- 
posit and making a regular 
deposit thereafter, proves to 
be a better customer than the 
one considered more fortun- 
ate who makes a larger de- 
posit occasionally? 

5. Do you know that you 
will be paid liberally if you 
induce your friends to open 
a savings account in your 
bank? Find out about it, 
see if it won't pay. 

6. Do you know what it 
means to administer an es- 























“Isn't the weather clearing up beautifully? Soon be time to 


shed furs.” 


“I've been meaning to ask—how do you keep your furs in 


such beautiful condition?” 


“That's not hard. As soon as the weather warms up I put 
them in cold storage’ at the Cleveland Trust and promptly 
stop worrying about fires, moths, thieves and those other bogies 


Another illustration of the unusual black and white art 
work which the Cleveland Trust Company is using in 


its newspaper advertisements. 


tate? If not, see an officer of 
the St. Louis Union Trust 
Company; he will be glad to 
inform you. 

7. If someone you know is 
contemplating a trip to Eu- 
rope, would you be able to 
explain the best methods for 
carrying funds on such a 
trip? 

8. Are you aware that we 
have a safe deposit vault that 


offers three different shapes 
of the $5 boxes? 

9. Do you know that by 
consulting our central file you 
may be able to find some- 
thing through our cross ref- 
erence that might be hard to 
locate otherwise? 

10. Do you realize that we 
do practically all of our own 
multigraphing and 35 per 
cent. of our own printing? 
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How age affects investment 


ACH one of these periods has is 

own investment need, which 
should be borne in mind when pur- 
chasing securities. 

During the fill period, safety of the 
fund is all important. The first few 
thousands saved by a young man be- 
come the foundation of his financial 
furure. To risk them is as foolhardy 
as it would be for a farmer to hazard 
his seed corn. 

During the second period, activity in 
business ises which involves 
some risk is permissible, perhaps even 
desirable. As an offset, a substantial 
part of one’s surplus should be kepr 
invested in safe, marketable bonds 
When resources grow, there are 
more opportunities for diversifica- 
tion, tu help insure the safery of the 
whole investment structure. 

In the third period, men begin to be 
more concemed about conserving what 
they have. Personal earning power 
faces a decline. Recuperation becomes 


May we submit 4 list of our offerings t0 conform 
> 


more dificult. Sceady, assured income 
should be the investment objective. 

The fourth period is one for the 
observance of strictest conservatism. 
The man who has retiredewith a com- 
petence has everything to lose and 
lutle co gain through speculative or 
risky investments. 

Through all of these periods, the 
investor's greatest security lies in ally- 
ing humself with a bond house which 
will view his investment problems 
from the standpoint of his interese 
rather than its own—and with an 
intelligent understanding of his cir- 
cumstances and requirements. It will 
be a constant help to him, always 
available to supplement his judgment 
and’ experience with its own broader 
background. 

Halsey, Seuart &.Co. aims to merit 
such g permanent and trustful rela- 
tionship with its customers that it 
may serve them through a litetime 
with sound investment guidance. 





woth your stzted 


HALSEY, STUART & CO. 


14 Wall Street, 


UsICAGO NEW YORK 
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-New York , 
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The investment banking firm of Halsey, § Stuart & Co., has 
been making a real contribution to investment advertising 


through its successful efforts 


in newspaper and magazine 


advertisements to lift this class of advertising out of the 
rut into which it so frequently falls. 


11. Do you realize that we 
carry an amount of station- 
ery and supplies equal to a 
good many small stationery 
houses, and we use one ton 
of rubber bands a year? 
How many banks in 
the United States are entitled 
to put the letters N. A. after 
their name, what do they 
stand for, and for what rea- 
son was this honor bestowed 
on them? 
13. What investments 
would you recommend for a 


has been 


widow who 


source of income? 

14. What bonds are ex- 
empt from property taxes in 
Missouri? 

15. What is a “debenture 
bond?”—a “collateral trust 
bond?”—a “general mortgage 
bond?” 

16. What is meant by 
“bond settling on a yield 
basis?” 

17. What are guaranteed 
first mortgage participations? 


left 
$25,000 and has no other 


18. What is an “advalorem 
tax bond?” What is a ° 
fit tax bond?” 

19. If you deposit a check 
to your account which is not 
honored by the payee bank, 
what becomes of it? 

20. Do you know what is 
meant by “working capital” 
and how you determine the 
working capital of any com- 
pany? 


‘bene- 


THE Pennsylvania Trust 
Company of Pittsburgh, Pa., 
has recently installed in its 
four windows displays of the 
products of four of Pitts 
burgh’s largest steel com- 
panies, and also displays of 
the products of Pittsburgh's 
leading glass manufacturers 
as a part of the bank’s pro 
gram of advertising Pitts 
burgh products. The Carne- 
gie display showed various 
stages of the steel industry 
processes, as well as samples 
of polished steel. The Pitts: 
burgh Steel Company had an 
interesting display which in 
cluded some of the products 
of the company’s subsidiaries. 
The Colonial Steel company’s 
display attracted much atten 
tion because of the interest: 
ing detail it contained, while 
the Jones and Laughlin Steel 
Corporation’s display had for 
a background an_ unusually 
striking painting of a blast 
furnace in operation. The 
Pittsburgh Plate Glass Com: 
pany had a display showing 
twenty-two different materi 
als, weighing 230 pounds, 
which are required to make 
one upper windshield for an 
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automobile. This display also 
contained samples of various 
other of the company’s prod- 
ucts. The Macbeth-Evans 
Glass Company had a very 
interesting display, while in 
another window the Standard 
Plate Glass Company dis- 
played samples of its mirrors 
and its various paints and 
white leads. In still another 
window display the United 
States Glass Company had a 
display of its varieties of ar- 
tistic glass-ware. 


THE Harvard Trust Com- 
pany of Cambridge, Mass., 
has published a unique four 
page folder entitled “Plain 
Figures” presenting figures on 
the cost of its “Investors 
Service” which was organized 
as a new department some- 


what over a year ago pri- 
marily for the purpose of ren- 
dering complete service to in- 
vestors on all matters of 


investment with special ref- 
erence to inheritance, gift 
and estate taxation. 

The folder referred to 
takes up the case of a typical 
account, opened with the 
trust company of December 
10, 1924, in response to news- 
paper advertising. An orig- 
inal principal of $72,535 with 
an annual income of $4150 is 
shown to have grown by De- 
cember 31, 1925, to $81,650 
with an annual income of 
$4742. This increase of $6559 
in principal and $592 in in- 
come contrasts with a service 
cost of but $96.09. 

Arthur M. Wright, treas- 
urer of the Harvard Trust 
Company, says regarding the 
‘Investors’ Service” of the 
bank: 

“The ‘Investors’ Service’ of 
the Harvard Trust Company 
has shown itself to be not 
only of benefit to the bank’s 





As it was printed an November 17, 1924; one 

of our series of advertisements appearing in the 
newspapers. 

A depositor read and acted, opening just such 

ap account on December 10, 1924. 





The = 
Is shown on the next page un plasn bgures. 
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MARVARD SQUARE «CENTRAL SQUARE KENDALL SQUARE 
CAMBRIDGE, MASSACHUSETTS 








Reduced facsimile of the inside double-page spread of the 
booklet “‘Plain Figures” published by the Harvard Trust 
Company of Cambridge, Mass., in the interest of its 
Investors’ Service.’ The copy presents in comprehensive 
and readily understandable form figures on the cost, and 
service rendered, in the case of a typical safe-keeping 
account opened with the company in response to news- 


paper advertising. 














Reduced facsimile of the cover 
of a unique four page folder 
published by the Harvard Trust 
Company of Cambridge, Mass. 
The folder itself gives figures on 
the cost of its ‘Investors’ Service” 
in the case of a specific account, 
and shows the service rendered 
by that department of the bank. 


clients, but has proved one of 
the most valuable and impor- 
tant departments of the bank. 

‘From the customers’ stand- 
point, in order that they may 
feel free to use the bank’s 
services without sense of ob- 
ligation, a moderate annual 
fee is charged—$50 for su- 
pervision of lists up to $100,- 
000 and $25 for each addi- 
tional $100,000 or portion 
thereof. Following submis- 
sion of a list of investments 
a complete report is submit- 
ted. If changes seem to ad- 
vantage, sale or purchase is 
advised. Thereafter the 
bank’s method insures a con- 
tinuous checkover of the se- 
curities with the purpose of 
advising if further changes 
seem desirable. The customer 
has full consultation priv- 
ilege in person, by mail, or 
by wire. Orders may be 
given for the purchase and 
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A Welcome Visitor in Every Home 


fn thousands of homes today and — thi them the things which in their hears 
r a lat 


amured and thew ot 


FIRST TRUST COMPANY IN DETROIT 


Friend of the Family 


A striking example of trust company co-operation with 


the life insurance companies. 


The above advertisement 


of a Detroit trust company was recently run full page 
size in Detroit newspapers and attracted complimentary 


comment from all directions. 


sale of securities, mortgages 
or real estate, either for our 
execution directly, or through 
any broker or agent named. 
We will deliver or receive 
the securities or documents, 
protecting them from all risks 
in transit. 

“All the above comes 
under the head of ‘counsel on 
investment matters,” yet there 
is another angle of this serv- 
ice—a safe-keeping account 
in conjunction. If a cus 
tomer is going away, or 
wishes to be relieved of de- 


tail, we will make an arrange- 
ment to hold securities, keep 
account of all transactions, 
make out tax returns—in ef- 
fect, act as a competent ex- 
ecutive secretary. Just how 
this may be done to the cus- 
tomers’ benefit may be clear- 
ly seen from reading the 
bank’s folder ‘Plain Figures’ 
on its service to investors. 
“From the bank's stand- 
point, it is the duty of this 
department to accept the re- 
sponsibility of handling the 
investments of its own com- 


mercial banking, savings and 
trust funds. Further than 
this its scope is extended to 
checking collateral value of 
securities offered to the loan 
departments of its three 
offices. 

“The bank can say in 
answer to the question, ‘How 
much business has this de- 
partment actually created?’ 
that during 1925 it brought 
in more than $1,800,000 to 
the safe-keeping or agency 
accounts and nearly $6,000, 
000 stock and bond purchases 
and sales. Through the close 
contact of the bank’s officers 
with customers many trusts 
were created, invariably at 
the suggestion of the cus 
tomers themselves.” 


Harry E. Martin has re- 
signed as publicity manager 
of the Guardian Trust Com- 
pany of Cleveland to become 
vice-president and editor of 
Retail Trade Publications, 
Inc., publishers of store oper: 
ation and variety goods mag: 
azines. Mr. Martin has been 
in publicity and advertising 
work for the last ten years 
and has been a frequent con- 
tributor to business and finan’ 
cial magazines. 


Depositors of the Webster 
and Atlas National Bank of 
Boston recently received a 
letter signed by R. B. Cox, 
president of the bank, read 
ing as follows: 


“To the depositors of the 
Webster and Atlas National 
Bank. 
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“My Dear Friends: 

“T would like to appoint an 
advisory committee of the 
bank which would include 
every one of our depositors, 
for I need the advice and co- 
operation of each one. Every 
institution should endeavor 
to learn how the public re- 
gards its standing, operations, 
and policies. With a bank 
this, of course, can be secured 
best from the depositors. 

“The fundamental policy of 
the bank today is not to de- 
velop a big bank, but to main- 
tain in the community a 
strong and well-managed 
bank of moderate size but 
highly specialized service that 
will particularly appeal to 
those depositors who prefer 
to deal with a bank of that 
size and character, and who 
believe they can be better 
served by such a bank than 
by one of larger proportions. 

“We think we have as high- 
ly trained an organization as 
there is in Boston. We main- 
tain that in a bank of this 
size the senior officers, as well 
as the junior officers and em- 
ployes, can give each custom- 
er more individual thought 
than he might receive in a 
very large bank. We know 
that we are all inspired with 
an earnest desire to meet each 
customer is a dignified yet 
sincere and co-operative 
spirit. 

“As I stated before, we do 
not aspire to be a big bank, 
but every institution must 
show a normal growth, or 
stagnation sets in. One of our 


6 


greatest problems is not in 
getting new accounts, but in 
getting them from the right 
class of people. We are proud 
of our clientele, which we 
consider the highest grade in 
this vicinity, and we want 
our new customers to be of 
the same character. Un- 
doubtedly the best way to get 
depositors of the same stand- 
ards as yourself is to get 
them among your personal 
friends and associates, and 


the best way to know who 
they are is to ask you to sug- 
gest them. 

“If you feel that we are 
rendering a clerical and tel- 
ler’s service which is satisfac- 
tory; if we are handling our 
loan applications in a broad- 
minded, constructive and 
pleasant way; and if you 
agree that a bank of this size 
and character is a distinct 
asset to the community, will 
you not, during the coming 





THe creation ot a lite insurance fund us 
the duty of every man, but it ts just as 
much a duty for him to take every pre- 
caution to provide for the conservation 
of this fund, to insure its being used to 
do the things for which it was secured. 
Svery man who carries life insurance 
has a feeling of security in the th t 
that in the event of his death a ly 
sum of money will be turned over to his 
wife for her support and for the care and 
education of his children 
But many men have often been worried 
by the thought of what might ha to 
that money when it is thus turned over. 
Taking care of money requires experi- 
ence. In this age of speculation, of tax in- 
tricacies and other problems, a lack of ex- 
perience often leads to disastrous results. 
-sighted men have eliminated this 
source of worry. While certain types of 
estate conservation can be handled by 
life insurance companies through care- 
fully prepared settlement options, there 
are other of settlement which may 
be posta by appointing a reputable 


HOME OFFICE 





WILL YOUR WIFE, TOO, HAVE THIS 
ADDED PROTECTION? 


trust company to admunister the insur- 
ance fi 


A competent, reliable trust company is 


well equipped to handle such insurance 
funds. Ic has experience, it has - 
edge, it has responsibility, and practically 
perpetual life. 

Whether the amount of your insurance 
1s large or small, a trust company will 
arrange to pay your family a regular 
income from the available funds. It 
will take care of taxes and make safe 
investments. 

Men of wisdom, men who have seen 
the unwise dissipation of insurance money 
in the cases of others, are everywhere 
adopting some method of insurance con- 
servation. It gives them an added sense 
of security 

Why not look into this macter thor- 
oughly right now? Any reliable trust 
company will explain their method in 
complete detail. And any Phoenix Mutual 
representative will be glad to help you 

co-operating with trust company offi- 
cials. Telephone himor write direct to us 


PHOENIX MUTUAL 


‘LIFE INSURANCE COMPANY 


” q HARTFORD Conn. 


Fires policy sasned U8St 


s 





Reproduction of an advertisement recently published by 


a prominent life insurance company in the American 


Magazine and the Literary Digest pointing out the value 


and advantages of trust company administration as a 


means ot protecting and conserving funds paid to bene- 


ficiaries. 
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| for having a will—and no 





| THERE are many reasons 





excuse for not having one 


Advantages of appointing the Chemical Bank as 
Executor and Trustee 











I. Continuous Existence and Continuous 

j Attentiori. i 

_2. Familiarity with the Work and Ability j 
to Carry It Out. | 

3. Responsibility. 

4. Impartiality. 

5. Our fees are No More than those of 
an individual. The compensation of 

all executors is fixed by law. 


THE 
CHEMICAL ! 
NATIONAL i 
BANK 

OF NEW YORK { 

BROADWAY AND CHAMBERS,FACING CITY HALL i 


MADISON AVENUE AT FORTY-SiXTH STREET 
FIFTH AVENUE AT TWENTY-NINTH STREET | 













The copy of this well constructed advertisement of a 
New York bank on the subject of making a will and the 
advantages of choosing the bank as executor and trustee, 
is compact, concise and very much to the point. 


year, consider yourself one 
of the advisory committee 
and give us freely of your 
advice as to how we can im- 
prove or correct our detail 
service, increase our useful- 


ness in the community, and 


keep up the standards of our 
clientele by sending your 
friends to the bank or by sug- 
gesting to us persons whose 
business you think we might 
advisedly solicit? 


“Sincerely = appreciating 


your co-operation, I am, 
“Very truly yours, 
R. B. Cox, 
President.” 


“INDUSTRIAL Milwaukee” js 
the title of a booklet pub 
lished by the commercial sery- 
ice department of the First 
Wisconsin National Bank of 
Milwaukee, Wis., reviewing 
the industrial activities of 
Milwaukee for the year 1925, 
This booklet is the fifth of a 
series of booklets on the same 
subject which the bank pub 
lishes annually. The current 
edition includes a number of 


comprehensive tables and 
charts. 
Two  playlets _ illustrating 


various phases of trust com- 
pany and trust department 
service which were presented 
at the seventh mid-winter 
trust company conference in 
New York in February have 
been issued in booklet form 
by the Trust Company Divi 
sion of the American Bankers 
Association. One is entitled 
“The Widow’s Inheritance” 
and shows the advantage to 
widows and others who are 
acting for the living and the 
dead of transferring the man- 
agement of their affairs to a 
trust company. The other 
playlet entitled “Protecting 
the Estate” is designed to 
show that the insurance un 
derwriter of today is work: 
ing along similar lines with 
the trust officer and that both 
are co-operating to protect 
and conserve estates. 


Tue Corn Exchange Nation’ 
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al Bank of Philadelphia re’ 
cently published an unusual 
newspaper advertisement in 
Philadelphia papers, signed by 
Charles S. Calwell, president 
of the bank. The advertise- 
ment is headed “The Corn 
Exchange is more than mere- 
ly a big bank. Its every day 
transactions cover the widest 
field of banking service.” The 
copy under the caption gives 
a compact and well worded 
picture of the activities and 
services of a big commercial 


bank. 


“TRADE Winds” the monthly 
magazine of the Union Trust 
Company of Cleveland has 
had a number of very strik- 
ing cover designs in colors. 
The bank struck off a number 
of engravers’ proofs of some 
of its recent covers devoid of 
all printed matter and suit- 
able for framing or decora- 
tive use, and offered to send 
out these proofs with its 
compliments to those apply- 
ing for one of them. This 
offer met with a wide and 
favorable response. 


“Anp I lost that Money 
Through Pure Carelessness” 
is the title of a four page 
folder published by the Equi- 
table Trust Company of New 
York, illustrating losses which 
investors commonly _ suffer 
through carelessness and lack 
of competent supervision of 
their securities. 


“THoMas Fisher” the seventh 
of the “Romantic Fortunes 
of History” series of booklets 








WHO’S WHO IN 
BANK ADVERTISING 











CARL M. SPENCER 


President Home Savings Bank, Boston, Mass. 


R. SPENCER has been with the Home Savings Bank 

of Boston for twenty-one years, having risen by suc- 

cessive steps from junior clerk to president. The bank, 
which is one of the largest mutual savings banks of New 
England, has been a consistent user of publicity, particularly 
newspaper advertising, for the last fifteen years. It was one 
of the pioneers in this respect for banks of its type. Upon 
election as president of the Home Savings three years ago, 
Mr. Spencer decided to continue to give the publicity and new 
business department of the bank his personal attention, and 
he prepares most of the copy for newspaper and direct mail 
advertising used by the bank. He points to a Vacation Club 
of nearly 7000 members as one of the departments which has 
shown good response to vigorous methods. Mr. Spencer has 
been active in the affairs of the American Institute of Bank- 
ing and has been frequently called upon to lecture upon 
financial advertising and other banking subjects in its study 
courses. In 1924, he presided over the savings conference at 
the national convention of the institute in Baltimore. He 
has been president of the Bank Officers’ Association of 
Boston, and is a member of active committees of the Savings 
Division of the American Bankers Association, the Massachu- 
setts Bankers Association, and of the state and national 
associations of mutual savings banks. 
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issued by the Bank of 
America, New York, has re- 
cently been published. 


THE Continental and Com- 
mercial Banks, Chicago, have 
appointed Edwin Bird Wil- 
son, Inc., New York, adver- 
tising counsel and agent for 
their local as well as national 
advertising. 


“MopERN Farming” is the 
title of a very useful and 


informative monthly maga- 
zine published by the Han- 
over National Bank of Ash- 
land, Va., and devoted to the 
farming interests of the 
bank’s community. This bank 
also publishes a “Farmers 
Handy Record Book” which 
will enable the farmer to 
keep a complete and compre- 
hensive record of his opera- 
tions. Methods of procedure 
to be followed are very care- 
fully and understandably ex- 








‘i ° 
—4| THE ONLY SAVINGS BANK IN NEW YORK city |e. 
Ly 5 PAYING INTEREST ON MONTHLY BALANCES EN 

pon ge 





‘ 





Fe first three days of the 

are very important 
days for you at the Emigrant 
Bank. “ 


You receive interest for 
the full month of December 


holds true every month of 
the year in this bank. 
Note that this is the only 
savings bank in the city 
where this does hold true. 


interest every month, but 
they will not pay it to you 





| 
| 





Act today-if you 
Want your Money 
to Grow Faster 


account today. It will 
and your home safer. 


Fs Don't forget to start that 
make Christmas merrier 





ala 


nuit a ld 


4 


if by any chance you make 
a withdrawal before the 


aig UR OMUA ET, \ Madi 


next quarterly or semi- 
annual interest date. 

That is why the Emigrant 
—and the Emigrant only— 
can say that under its plan 
you never lose a calendar 
month’s interest. 

That is one reason why 
we are the largest savings 
bank in America. We be- 
lieve in making our de- 
positors’ money work for 
them and grow—every 
single month of the year. 


Mk ttah YC 


brfas gts lama ene Lo 


HCA ap 


ge TT Tete ena iste od ae 





This advertisement of America’s largest savings bank 
starts out with the urge to immediate action and follows 
this appeal up with some very practical and persuasive 
reason-why copy. 


plained and reduced facsimile 
illustrations of a number of 
sample pages, completely 
filled out, are given. Over 
150 of the bank’s farmer cus- 
tomers were moved to use of 
this book in keeping their 
records during the year 1925, 


THE Corn Exchange Bank of 
New York publishes a folder 
in colors entitled ‘“Friend- 
ships.” The copy of the 
folder reads: 

“There come times in the 
lives of men and women 
when the friendship of a 
good, strong bank is of in 
calculable value. Friendships 
that endure are not built up 
in a day. They come only 
through acquaintance — 
through the knowledge of a 
man’s character, ability and 
trustworthiness. 

“We believe it to be sound 
business on the part of every 
man and woman to build up 
and maintain a good bank 
account over a period of 
years with some strong bank- 
ing institution. 

“Thus both banker and de- 
positor will have the oppor: 
tunity of getting well ac 
quainted through many busi 
ness transactions during this 
period of association. 

“Such a connection with 
our bank may prove to be to 
you some day—a priceless 


ob) 


asset. 


“THE Way to Wealth” is 
the title of a booklet pub 
lished by the savings fund 
department of the Fidelity 
Trust Company of Philadel: 
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phia. The booklet is a re- 
print of the preface to an 
old Pennsylvania almanac en- 
titled “Poor Richard Im- 
proved.” 


Tue Newark and _ Essex 
Banking Company of New- 
ark, N. J., publishes an in- 
geniously arranged combina- 
tion statement giving the 
bank’s financial condition 
and a condensed review of 
the various services which the 


bank offers. 


A BOOKLET entitled “$1000 
in Five Years” explaining an 
easy payment savings plan 
put into effect by the bank, 
has recently been published 
by the Indiana Trust Com- 
pany of South Bend, Ind. 


THE First National Bank of 
Boston has recently published 
avery unique folder in colors 
containing some unusually 
good copy on the subject of 
a “Traveling Bank Account.” 
The copy reads as follows: 


“Those accustomed to for- 
eign travel recognize the 
truth of the adage, “The less 
luggage the more pleasure.’ 
Of no item is it truer than in 
the matter of money. 

“If you carry actual cur- 
rency, you run the serious 
tisk of loss besides the incon- 
venience of changing your 
money as you move to each 
new country. 

“If you rely on your own 
checking account, you will 
find it impossible to cash 
checks abroad without per- 
sonal identification. 


RDTAP NATE 
‘What is Your 
REPUTATION? 


IEORGE WASHINGTON gave what-is prob- 
ably the best definition of “reputation.” 

He said it was what others thought of us. 
People everywhere think well of the man who 
has a savings account. Such a’‘man’s reputa- 


tion is good wherever he goes. For'everyone 
knows that he is financially sound and that 
the fact that he can save denotes character. 

You will be proud of your savings account 
and you will be doubly proud if your bank is 
the Bank for Savings — a bank that is one of 
the oldest and largest in all the United States. 


OF INTEREST TO 
OUR 127,553 pomp 

















The Bank for Sa 


nouncing that a QUARTERLY DIV DIVIDEND 


FOUR PER CENT 


=—- has been declared to depositors 
ore ing December 31st, 1925, 
and after January 15th, 1926 
[aes on or before January 9th will 
interest from January 1st, 1926 ~ 


The BAN K for -@ 
SAVINGS 


par value, surplus and undivided profits $24,860,000.00 
280 Fourth Avenue, S. W. Corner of 22nd Street 


106 YEARS OF CONSTANT GROWTH 





The above advertisement of the oldest savings bank in 
New York stresses the “reputation” value of a savings 
account and ties this approach up very effectively with 
the long standing reputation of the bank itself. Careful 
attention has been paid to layout and typography which 
are well in keeping with the copy. 


“There is, however, a per- 
fectly safe and convenient 
way of carrying your money 
—the First National Trav- 
elers’ Letter of Credit. With 
this letter you can draw 





























a 


funds as you need them. It 
is virtually a traveling bank 
account which places at your 
service 18,000 banks all over 
the world. 

“And in addition a First 
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0,000 
| in New York City 


0 to 


parents havent the 


money to send them +44 


Sp first step in send- 
ing a boy to college 
is to decide on the col- 
lege; then find out the 
cost and plan to save 
the money. 


Most of us could not 
write acheck today for 
our son’s college educa- 
tion. But we could 
save enough in the 
next few years if we 
went at it in a system- 


« 


The time to begin 
planning your boy's 
education is when you 
beginto save the money. 


Come in and talk 
over your boy’s future. 
Bring the boy along. 
We will be glad to 
assist you in looking up 
the colleges and help 
you work out a plan 
for saving the money. 
Send for our booklet, 


atic way. 


: 130 BOWERY 


“Save by Plan.” 


“ «4 a 


P.S.—Whether you art a depositor or not makes no difference. 


BOWERY SAVINGS BANK 


110 EAST 42nd ST. 


=5y 














Devoted to the service of our 











—— 











A seasonable and unusually well presented advertisement 
of the Bowery Savings Bank of New York. This adver- 
tisement is typical of the high standard which this bank 
has set in its savings advertising for the last few years. 


National Letter of Credit is 
your personal letter of intro. 
duction to the leading bank- 
ers of the world. It is in- 
dispensable on a business trip, 

“There will be times on 
your trip when you will want 
small sums after banking 
hours. For these needs we 
recommend the use of First 
National Travelers’ Cheques. 
They offer a safe and handy 
means of carrying small sums. 
They take the place of cash 
in stores, hotels, railroads, or 
aboard ship, whether you are 
at home or abroad.” 


“How to Read a Bank State- 
ment” is the title of a booklet 
published by the Fidelity 
Trust Company of Philadel- 
phia. The copy gives a very 
understandable _ explanation 
of the meaning and signifi 
cance of the various items in 


‘the bank balance sheet. 


“THE Romance of the Bank 
Historical” is the title of a 
very presentable booklet giv 
ing the history of the Bank 
of Pittsburgh, N. A. The 
copy of the booklet is a re 
print of a radio talk by Alex 
Dunbar, vice-president and 
cashier of the bank. 








BANK ADVERTISING EXCHANGE 
IN connection with BANKING PUBLICITY there is conducted a Bank 


Advertising Exchange, containing a list of names of bank advertisers willing to ex- 
change advertisements, booklets and other publicity matter issued by them. Any 
subscriber who will agree to exchange advertising matter may be added to this list. 
A copy of this list may be had by any subscriber upon application. 
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THE FINANCIAL AND ECONOMIC SITUATION 
ABROAD 


[Continued on page 757] 


compared with both the preceding month 
and last year. 


JAPAN AND CHINA 


During February, the United States 
sold Japan more refined petroleum, ma- 
chinery and iron and steel mill products, 
but less raw cotton than the month pre- 
vious, thereby reducing its share in the 
total exports by $4,491,000, or 19 per 
cent. in the decline from $23,425,000 
to $18,934,000. This amount was, how- 
ever, an increase of $3,132,000 over the 
$15,802,000 of last year, or 19 per cent. 
As the result of a sharp seasonal decline 
in our purchases of raw silk, imports 
from Japan fell off by $6,250,000, from 
$40,427,000 to $33,177,000, a drop of 
15 per cent. 

China bought more refined petroleum, 
but less iron and steel mill products 
tobacco, cigarettes and raw cotton, and 
thus cut her share in our export trade 
from $12,151,000 to $10,561,000 (in- 
cluding $920,000 for Hongkong and 
$255,000 for Kwantung) a decline of 
$1,590,000, or 15 per cent., but exceeded 
the $7,082,000 exports for February, 
1925, by $3,479,000, or 48 per cent. In 
contrast with the general decline in im- 
ports, China sold us more raw silk, wood 
oil, furs and other staple products than 
the month previous, and raised its share 
in our imports from $10,785,000 to $15,- 
373,000, a jump of $4,588,000, or 43 
per cent. Hongkong’s share in the im- 
ports amounted to $1,413,000 and 
Kwantung’s to $544,000. 

A considerable loss in our sales of 
iron and steel products to India slightly 
more than offset increased sales of dyes, 
machinery, automobiles and general mer- 
chandise during February, thus reducing 
the total exports to that country by 2.5 
per cent. on $91,000, from $3,715,000 
to $3,624,000. The February exports to 


India were practically double those for 
the corresponding month in 1925. Dur- 
ing February, 1926, the United States 
purchased less raw jute, burlap, castor 
beans and sheliac from India and reduced 
its imports from $17,795,000 to $13,- 
542,000, a slump of $4,253,000, or 32 
per cent. 
THE PHILIPPINES 


The United States exported more cot- 
ton cloth to the Philippines than the 
preceding month, but less petroleum, 
flour, machinery, canned goods and iron 
and steel mill products, which reduced 
the total exports to that country from 
$6,661,000 to $4,469,000, by $2,092,000, 
or 32 per cent. Imports of sugar from 
the Philippines increased, but lower 
sugar prices, coupled with lighter exports 
of cocoanut products, resulted in a drop 
of $296,000, or 3.5 per cent. in the total 
imports of Philippine products, amount- 
ing to $8,111,000 as compared with $8,- 
407,000 the month previous. 

Australasia as a whole contributed $5,- 
723,000 to our import trade during Feb- 
ruary and absorbed in return $33,462, 
000 of our exports. Australia bought 
more automobiles and trucks, thus con- 
tinuing to lead in the world markets for 
American automotive products. More’ 
over, its purchases of cigarettes and man- 
ufactured tobacco also increased, while 
takings of iron and steel mill products, 
machinery and leaf tobacco slumped, re- 
ducing her total imports by $1,833,000, 
from $12,857,000 to $11,024,000, or 14 
per cent. Imports from Australia also 
dropped from $5,747,000 to $4,595,000, 
a loss of $1,152,000, or 20 per cent. Ex- 
ports to New Zealand, amounting to $3, 
118,000 were $245,000, or 7 per cent., 
less than for January, when they totaled 
$3,363,000. Return imports also 
dropped by $114,000, from $1,923,000 
to $809,000, or 6 per cent. 
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WHAT BANKS AND BANKERS 





ARE DOING 


the advisory committee of the 

Importers and Traders’ office of 
the Equitable Trust Company, New 
York, retired on April 14, after 
sixty years in banking at one loca- 
tion. He entered the old Importers 
and Traders’ bank on April 14, 1866 as 
a junior clerk. After he had been with 
the bank a year he was made head cor- 
respondence clerk, and for six years 
answered every letter of the bank. In 
1873 he became an assistant cashier, and 
in 1880 cashier, serving thus as executive 
oficer of the bank until 1902, when he 
was made president. He voluntarily re- 
tired to the chairmanship of the board 
in 1916, being succeeded as president by 
H. H. Powell. When the Equitable Trust 
Company absorbed the Importers and 
Traders’ in 1923, he was appointed 
chairman of the advisory committee for 
that office. When asked to what he at- 
tributed his success, he replied that it 
was due to good health and joy in his 
work. 


E tease Townsend, chairman of 


WALLACE M. MONTGOMERY has been ap- 
pointed representative of the Equitable 
Trust Company, New York, in the 
Southeast, with office at Atlanta, Ga. 
His territory will include Georgia, 
Florida, Alabama, and South Carolina. 
Mr. Montgomery was formerly assistant 
credit manager, and later special new 
business representative of the Citizens 
and Southern Bank, Atlanta. 


JosEPpH W. Waro has resigned as vice- 
president of the Bank of Pittsburgh, N. 
A., Pittsburgh, Pa., to become president 
of the Republic Casualty Company of 
Pittsburgh. He began banking twenty 
years ago as a messenger in the Peoples 
National Bank of Pittsburgh. He was 
granted a leave of absence to work his 


way through W. & J. College, graduating 
in 1908. He subsequently became a vice- 
president of the Peoples National, and 
later vice-president of the First National 
Bank at Pittsburgh when it absorbed the 
Peoples National. 


NELSON A. MERSEREAU has been made 
an assistant secretary of the American 
Trust Company, New York, and will be 
associated with W. F. Mulledy, assistant 
secretary, in the management of the com- 
pany’s new Staten Island office. Mr. 
Mersereau has been in charge of the 
Staten Island office of the New York 
Title and Mortgage Company, New 
York (which company is affliated with 
the American Trust) since its organiza- 
tion. 








Ou at 
EDWARD TOWNSEND 


Chairman of the advisory committee of 

the Importers and Traders’ office 

Equitable Trust Company, New York, 

who has retired after sixty years in 
banking 
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THIRTY MILLION DOLLAR TITLE 
COMPANY FORMED 


THE New York Title and Mortgage 
Company, New York, has arranged plans 
for merging with it the United States 
Title Guaranty Company, New York, 
the resulting institution being the largest 
company of its kind in the world, with 





HARRY A. KAHLER 
President of the. New York Title and 
Mortgage Company, New York, which, 
by merging with it the United States 
Title Guaranty Company recently 
formed the largest company of its kind 
in the world, with capital funds of 

around $30,000,000. 


capital, surplus, and undivided profits of 
about $30,000,000. The merger plan, 
which has been approved by the directors 
of both companies, provides for the ex- 
change of three shares of stock of the 
United States Title Guaranty Company 
stock for two shares of New York Title 
and Mortgage Company stock. To do 
this, the capital of the New York Title 
and Mortgage Company will be in- 
creased $2,000,000 by the issue of 20,- 
000 additional shares, 13,333-1/3 shares 


to the present stockholders of the United 
States Title Guaranty Company in ex- 
change for their stock, and the most of 
the balance as a 5 per cent. stock divi- 
dend to the holders of New York Title 
and Mortgage Company stock, including 
the new holders who exchanged United 
States Title stock for New York Title 
stock. This increase and the absorption 
of the assets of the United States Title 
Guaranty Company will increase the 
capital of the United States Title and 
Mortgage Company to $12,000,000 and 
surplus and undivided profits to about 
$18,000,000. 

It is reported that all the officers and 
employes of both companies will be re- 
tained in the merger. 

The New York Title and Mortgage 
Company has, in addition to its main 
office in downtown New York, branches 
in the Grand Central Zone, in the 
Bronx, in White Plains, in New 











OO BANKS and business men 

generally transacting busi- 
ness in Miami or any part of 
Florida, The City National 
Bank of Miami offers a com- 
prehensive and well rounded 
banking service, with the 
assurance that their interests 
will be given prompt and 
courteous attention. 


Cle CITY 
NATIONAL 
BANK°?F MIAMI 


Capital Surplus 
$1,000,000 $250,000 
Bedford Building 
129 N. E. First Street 
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JULIAN D. FAIRCHILD, Vice-President 
WILLIAM J. WASON, JR., Vice-President 
HOWARD D. JOOST, Vice-President 

J. NORMAN CARPENTER, Vice-President 





ACCOUNTS INVITED 


Rochelle, in Staten Island, in Brooklyn, 
and in Jamaica. The main office of the 
United States Title and Guaranty Com- 
pany is in Brooklyn, and it has branches 
in Jamaica and Mineola, and a title plant 
for Suffolk county. The new offices will, 
therefore, consolidate the efforts of the 
two companies in Brooklyn and Jamaica, 


INTEREST ALLOWED ON DEPOSITS 
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Kings County Trust Company 


City of New York, Borough of Brooklyn 
Capital $500,000 Surplus $4,000,000 Undivided Profits $794,000 


JULIAN P. FAIRCHILD, President 





THOMAS BLAKE, Secretary 

ALBERT I. TABOR, Assistant Secretary 
CLARENCE E. TOBIAS, Assistant Seeretary 
ALBERT E. ECKERSON Auditor 
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and will strengthen the office at Mineola. 
It is also proposed to open an office at 
Riverhead. With the offices of the 
United States Title Guaranty Company, 
the New York Title and Mortgage Com- 
pany will pretty thoroughly cover 
Greater New York. 

A few days after the announcement 


BAN KERS TRUST COMPANY 
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t ©) RADIO CORPORATION OF AMERICA 


The first check to be transmitted by wireless—sent from London to New York on 
April 20, 1926. Gen. J. G. Harbord, whose check was transmitted, is a director of the 
Bankers Trust Company, New York, and president of the Radio Corporation of 
America. The check was transmitted in twenty minutes, and was immediately presented 
at the Bankers Trust Company and paid without question. No figures of the cost of 
transmission are given. If it is cheaper than the usual cable transfer of funds, it may be 
expected to be used extensively in the international transfer of funds. It will be very 
useful in international offerings of bonds, in making available on both sides of the 
Atlantic facsimiles of documents. 
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The Dime Savings Bank, 
Norwich, Conn. 


O be erected of Indiana 


limestone, of strictly 
fireproof construction, a 
high-grade building in all 


particulars. 


The bank will be equipped 
with an imported marble 
counter, bronze screen, ma- 
hogany furniture. 


Morgan, French & Co., Inc. 


cArchitects and Engineers 
19 West 44th Street New York 














of this plan opposition to the merger 
developed, a group of suburban stock- 
holders contending that the terms are 
unfair, and that the exchange of the 
stock of the New York Title and Mort- 
gage Company for that of the United 
States Title Guaranty Company should 
be share for share instead of two shares 
for three. At the meetings of the stock- 
holders on April 22, however, the merger 
was ratified by a considerable majority. 


THE FEDERAL RESERVE AS A 
PRICE STABILIZING AGENCY 


THE impression that the Federal Re- 
serve System is a panacea for all the 
social ills of the nation will not down. 
It is blamed for most of our economic 
disturbances; and attempts are made to 
use it to increase the purchasing power 
of the farmer, to revive business from a 
depression, to make money cheap, and 
to curb speculation. All of these are 
admirable aims, and the Federal Reserve 
System may aid in their accomplishment, 
but its primary job is banking. 

Forgetting the real purpose of the 
Federal Reserve System, Hon. James G. 
Strong of Kansas has introduced a bill 
(H. R. 785) to amend Section 14 para- 
graph (d) of the Federal Reserve Act, 
which now reads: “Every Federal Re- 
serve Bank shall have power * * * (d) 
to establish from time to time, subject to 
review and determination of the Fed- 
eral Reserve Board, rates of discount to 
be charged by the Federal Reserve Bank 
for each class of paper, which shall be 
fixed with a view of accommodating com- 
merce and business.” Mr. Strong would 
amend the act by striking out the words 
“and business” and inserting in place of 
them, “and promoting a stable price level 
for commodities in general,” and adding 
the following sentence “All the powers 
of the Federal Reserve System shall be 
used for promoting stability in the price 
level.” 

Few will deny that stability of prices 
is to be desired. One of the greatest 
evils of the present economic system is 
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Our New Baby! 
OUTCAULT’S 


ALL-CLASS COUPON BOOK 
(protected by Patents) 
Simple — Practicable 
Quicker Through the Whole Works 
INVESTIGATE by asking for sample and prices. 


OUTCAULT ADVERTISING COMPANY 
221 EAST 20th STREET, CHICAGO, ILL. 























the wide fluctuation of prices, causing 
fortuitous profits which are not earned, 
and losses which are not deserved. It 
would be a great step forward if some 
method could be devised to stabilize 
prices. The economists are giving much 
attention to the problem, and will doubt- 
less eventually solve it. Professor Fisher 
has already worked out a plan, which 
may some time be adopted. 

But the Federal Reserve System has 
other work to do. It was organized, ac- 
cording to the act (and this cannot be too 
often reiterated) “to furnish an elastic 
currency, to afford means of rediscount- 
ing commercial paper, to establish a more 
effective supervision of banking in the 
United States, and for other purposes.” 
Setting aside for the moment the conflict 
which might arise between these aims 
and the stabilization of prices, it will be 
readily granted that the difficulties which 
the system has encountered in its effort 
to carry out the above aims have kept 
the Federal Reserve Board busy. There 
is still much to be done to bring the 
rest of the banks in the country into the 
system, to make par clearing universal, 
to establish a real discount market— 
enough to occupy the attention of the 
board for some years. 

And if the stabilization of prices were 
to be attempted via the discount rate, as 
suggested by Mr. Strong’s bill, it is likely 
that this would conflict with the sys- 
tem’s other duty of providing an elastic 
currency. For when trade is active and 


prices are rising, more currency is needed. 
At this time, it would be the duty of 
the board to furnish more. Yet its duty 
in stabilizing prices would clearly be to 
restrict the issue of currency in order to 
check the rise of prices. 

While it thus seems quite evident that 
this is not a proper way to stabilize 











for Banks 


Our specialty is con- 
| ducting efficient and 
| thorough bank and com- 
} mercial audits, and the 
| installation of account- 
ing systems for banks, 
trust companies, and 
foreign exchange de- 
partments. 


| McArdle, 
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Fifty-Nine Years of Business Prestige 
Behind the Name 


? 
HARE & CHASE, Inc. 


Automobile Finance 


ASSETS $30,000,000 


? 


Complete Local Service 
in Sixty-Six Cities 


NATIONAL HEADQUARTERS 


300 WALNUT STREET 
PHILADELPHIA 








prices, the bill is receiving a good deal 
of attention in Washington. Many prom- 
inent economists and bankers have testi- 


fied at the hearings. When, as and if it 
gets before the House proper, however, 
will be time enough to be alarmed, if it 
seems likely to pass. 


NATIONAL CITY NOW ONLY 
“BILLION DOLLAR” BANK 


AT the time of the announcement of 
the merger of the Mechanics and Metals 
National Bank with the Chase National 
Bank, New York, the comment was made 
that this would create another “billion 
dollar” bank, the National City Bank 
standing alone in this category up to that 
time. Due, however, to a decrease in de- 
posits of $104,317,000 since that time, 
the first statement of the new Chase 
National shows assets of only $918,915,- 
628, which leaves the National City still 


standing alone with assets of over a bil- 
lion dollars. 

This decrease in deposits was not 
peculiar to the Chase National. It is 
part of a general decrease throughout 
New York City. National City’s de- 
posits decreased during the same period 
$125,638,984; National Bank of Com- 
merce decreased $126,320,000; First 
National decreased $33,320,000; Sea- 
board National decreased $44,731,000; 
and the National Park decreased $17,- 
283,000. 

The decrease is due, it is thought, to 
the heavy liquidation on the stock mar- 
ket and the consequent decrease in 
brokers’ deposits. Newspaper comment 
attributed the decline to seasonal influ 
ences, in spite of the well known fact 
that in the first quarter of the year, 
money almost invariably flows to New 
York (having been released from crop 
moving) instead of away from New 


York. 


GOLDEN ANNIVERSARY OF 
FIRST TITLE COMPANY 


THE Sesqui-Centennial year of 1926 
will also commemorate in Philadelphia 
the organization of the first company in 
the world for the purpose of “insuring 
owners of real estate and mortgages, and 
others interested in real estate, against 
loss by reason of defective titles, liens, 
and encumbrances”—the Real Estate 





ATTORNEY 


Banking House desires to secure the 
services of a member of the New York 
Bar, Protestant, with several years’ ex- 
perience, knowledge of investment 
banking or service in the trust depart- 
ment of a bank desirable. All commu- 
nications treated as confidential. Re- 
ply to “‘Trust,”’ care of Doremus & 
Company, 44 Broad Street, New York 
City. Box No. 39. 
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50 Years of Meat 


Fifty years of the meat industry, and the 
part Swift & Company has played in it, are 





outlined in an interesting way in the 


Semi-Centenary Number of 
Swift & Company’s Year Book 


part in this history of vast development. 
An interesting account is also given of— 


Public Benefits Resulting 
from Cold Storage. 

How the Breeding of Quality 
Cattle Has Been Helped By 
Modern Packing Methods. 

Government Recognition of 
Keen Competition in the 
Packing Industry. 


will be sent free on request. 


WaeeR 


U. S. Yards 
Chicago 





The story of the world’s greatest live- stock 
industry is a story of Romance, of Science, and 
of Progress. The trek of vast herds of cattle—the 
“cow towns” dramatic frontier days—all have a 


Every family in the United States will want a 
copy of Swift & Company’s 1926 Year Book. It 


Swift & Company 
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Swift & Company, 
Union Stock Yards, Chicago 

Please send a copy of the 1926 
Year book to 





























Title Insurance and Trust Company of 
Philadelphia. 

It was the Centennial Exhibition in 
1876 that caused the condition resulting 
in the establishment of the company. 
Large tracts of land were being divided 
into lots and sold, and the work of in- 
vestigating titles, carried on by lawyers, 
conveyancers and brokers was so unsatis- 
factory that the legislature passed an act 
providing for the formation of corpora- 
tions for title insurance. 

Two years later, on March 28, 1876, 
the Real Estate Title Insurance Company 
was incorporated. It was at that time 
essentially a co-operative association of 
conveyancers. Like all new organiza- 
tions it took some time for it to get 
started. The first policy was not issued 
until June 24, 1876. It insured Martha 
Morris, who owned a property on the 
west side of Forty-third street for $1500. 
During the whole year 1876, only nine 
policies were issued. From that small 


start the business has grown until to 
date the company has issued over 400,000 
policies. 

The company was originally located at 
108 South Fourth street, from which it 
moved to 1001 Chestnut street. In 1895, 
it erected its own building at 523 Chest- 
nut street, and one year later moved its 
main office to 517 Chestnut street. It 
now has an uptown office in the Packard 
building. 

The first president of the company was 
Joshua H. Morris. Craig D. Ritchie, the 
first vice-president, who later became 
president, in the early days personally 
wrote out, by hand, every search, settle- 
ment, certificate and policy of the com- 
pany. That work now takes 270 clerks. 

In 1881 the name of the company was 
changed to its present form of the Real 
Estate Title Insurance and Trust Com- 
pany. The company now has capital of 
$2,000,000 and surplus of $3,500,000. 
The present officers are: Francis A 
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Light and 


Power Utilities 


Specializing in organ- 
izing and extending 
plants, including the 
planning of new lay- 
i} out and equipment. 
All work done prompt- 
ly and well. 











Harold A. Danne 


Engineer 
41 PARK ROW, NEW YORK 
Tel. Cortland 2142 











Lewis, president; Daniel Houseman, 
vice-president and treasurer; A. King 
Dickson, vice-president and trust officer; 
LeFever W. Downing, secretary and as- 
sistant treasurer; Oakley Cowdrick, vice- 
president and manager title department; 
Edward E. Paxson, vice-president and 
real estate officer; and S. Eugene Kuen, 
title officer. 


CITIZENS AND SOUTHERN 
EXPANDS 


THE Citizens and Southern Bank of 
Georgia, with head office at Savannah, 
Ga., and branches at Atlanta, Athens, 
Augusta, and Macon, has absorbed the 
Merchants Bank of Valdosta, Ga. This 


gives the Citizens and Southern, which 
is the largest financial institution between 
Philadelphia and New Orleans, offices in 
six cities in Georgia; and gives Valdosta 
banking facilities which no other town 
of its size in the United States can boast 





—a bank with resources of over $70,- 
000,000. 

No changes will be made in the per- 
sonnel of the Merchants Bank. H. Y. 
Tillman, its president will remain as 
executive vice-president and manager, 
and all the other officers will retain their 
positions. 

It must be a source of pride to Mills 
B. Lane, president of the Citizens and 
Southern, to have a share once more in 
the management of the bank in which he 
received his early training. The Mer- 
chants Bank was started by his father, 
R. Y. Lane, and Mills was its first 
cashier. Edward W. Lane, his brother 
(now president of the Atlantic National 
Bank of Jacksonville, Fla.) also received 
his early training in the Merchants Bank. 

The two Lane brothers, Mr. Tillman, 
A. Fleming Winn, and E. P. S. Den- 
mark are the directors of the new 
Valdosta office of the Citizens and 
Southern. 


RESEARCH IN SAVINGS 
PROBLEMS 


A Bureau of Savings Research has 
been organized “to study the develop- 
ment of savings and the current prob- 
lems of savings banking, as faced by both 
the savings bank and the savings depart- 
ment.” One of the problems mentioned 
in the booklet put out by the bureau is 
to know which of the various types of 
savings appeals to use and when. An- 
other is how to get enough return from 
investments to pay the high rates to de- 
positors now current without sacrificing 
safety. 

In this work, the bureau proposes to 
make monthly surveys of savings condi- 
tions for its members, and special sur- 
veys of conditions and exchanges of in- 
formation from time to time. Dr. W. H. 
Steiner, formerly acting chief of the 
Bureau of Analysis and Research of the 
Federal Reserve Board, is director of the 
bureau. Associated with him are O. C. 
Lester, assistant vice-president Bowery 
Savings Bank, New York, on savings de- 
velopment; J. E. Baker, of Blodget @ 
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Co., New York, on investments; and W. 
E. Hallett, comptroller Bank for Savings, 
New York, on methods and accounting. 
The advisory council of the bureau con- 
tains most of the prominent economists 
interested in banking: H. Parker Willis, 
editor of the New York Journal of Com- 
merce; H. G. Moulton, director of the 
Institute of Economics, Washington, D. 
C.; W. F. Gephart, vice-president First 
National Bank in St. Louis; W. C. 
Mitchell, director of the National Bureau 
of Economic Research, New York; and 
George E. Roberts, vice-president of the 
National City Bank, New York. 

The bureau does not state that it has 
any connection with the National Asso- 
ciation of Mutual Savings Banks, but the 
fact that the Savings Bank Journal is in- 
cluded as part of its service, and the fact 
that its address is identical with that of 
the national association are indicative. 


PUBLIC UTILITY BUREAU 
ORGANIZED 


THE National Association of Mutual 
Savings Banks has organized a bureau to 
supply banks in all parts of the country 
with information on public utility bonds. 
It will be known as the Research Bureau 
of Public Utilities. Already eleven 
states have made public utility bonds 
legal investments for savings banks, and 
a bill making them legal in New York 
State is before the legislature. 

With the great growth of savings, and 
the limited classes of investments avail- 
able to savings banks, the rate on such in- 
vestments has declined until the banks 
are hard put to earn enough on their in- 
vestments to pay the interest rate which 
competition forces upon them. 

On the other hand, the public utilities 
are constantly in need of capital to in- 
crease their facilities with the increase 
of public demand for services. Public 
utility companies have shown a stability 
of earning power approximating that of 
the railroads (except for the war period). 
After railroads, they are probably the 
next safest medium Of investment. 

If then certain utility bonds are made 
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legal investments for savings banks, a 
triple benefit will be.gained. The banks 
will be able to invest their funds more 
profitably; the utilities will find capital 
more easily and in greater amounts; and 
the public will be benefited by having its 
money invested productively in produc- 
ing more goods for it to consume. 


BANK AIDS INSTALMENT 
BUYING OF LAND 


CADMAN H. FREDERICK, a developer and 
builder of homes on Long Island, has 
completed an arrangement with the Mid- 
wood Trust Company, Brooklyn, New 
York, whereby the trust company will 
act as trustee for all the people who pur- 
chase homes from him to be paid for in 
instalments. 

When a purchaser buys a home from 
Mr. Frederick, title to the home will be 
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Birmingham Branch, Federal Reserve Bank of Atlanta, 
Warren, Knight & Davis, Bi h Ala., Archi 
<rebs Co., Atlanta, Ga., Contractors 





(1) A shatter proof blasting mat; (2) a steel en- 
meshment through which no blade can pass; 
(3) monolithic concrete that no flame can cut. 
Only “‘Steelcrete” combines these features. 
Send for booklet, “‘ Protection.” 
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vested in the trust company, as trustee, 
to which the purchaser will make all his 
payments, and from which he will even- 
tually receive his deed and title insurance 
policy when the payments are completed. 

Thus the purchasers of homes will be 
relieved of the risk of the real estate 
dealer failing before they complete their 
purchase from him, and thus losing what 
money they had invested. The plan re- 
moves the risk inherent in the personal 
element usually present in instalment 
purchases of real estate. Furthermore it 
protects the purchaser who knows but 
little about real estate, in having an 
agency skilled in real estate practice 
handle the matter for him. 

Finally, it is advantageous to the real 
estate man, relieving him of the details 
of making collections, and leaving his 
whole time free for real estate develop- 
ment. 


CONSERVATIVE INTEREST RATE 
PAYS IN NEBRASKA 


A YEAR ago the Nebraska Legislature 
passed a law making 4 per cent. the 
maximum interest to be paid on savings 
deposits in state banks. The state banks, 
which had been paying 6 and 7 per cent., 
resulting in many bank failures because 
of paying out too large a proportion of 
earnings in interest, were much agitated 
for fear they would lose heavily in de- 
posits, for the national banks and build- 
ing and loan associations were not af- 
fected by the law. 

The law was not effective until April 
1, 1926. The state banks have been 
gradually cutting their rates down to the 
legal 4 per cent., and the expected de- 
crease in deposits has failed to material- 
ize, largely because by recommendation 
of the comptroller of the currency and by 
unofficial agreements with the building 
and loan associations, these competitors 
of the state banks have cut their rates 
to correspond with those of the state 
banks. 

Thus the banks have profited by con- 
servative methods, for with the reduction 
in rates paid to depositors, a larger pro- 
portion of the earnings are available for 
distribution to stockholders. In addition, 
they have strengthened their own finan- 
cial structures. 


PROMINENT SPEAKERS FOR 
CREDIT MEN’S CONVENTION 


AT the time of going to press, the de- 
tails of the program of the convention 
of the National Association of Credit 
Men were not available. However, it 
was announced that the following prom- 
inent men would address the convention: 
Judge Augustus N. Hand; William A. 
Prendergast; Rev. George Alexander; 
Grosvenor M. Jones, of the Department 
of Commerce; William M. Jardine, 
Secretary of Agriculture; Rev. S. 
Parkes Cadman; Emory N. Buckner, 
U. S. District Attorney for the southern 
district of New York; Merle Thorpe, 
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Established 1837 


ADRIAN H. MULLER & SON 


55 WILLIAM STREET 


(Corner of Pine Street, New York) 


STOCKS AND BONDS AT AUCTION 


Regular Auction Sales of all Classes of Securities Every Wednesday 


The Business of Banks, Bankers, Investors and Dealers in Securities Receives 
Prompt and Careful Attention 














editor of The Nation’s Business; Rabbi 
Nathan Krass; Willis H. Booth, vice- 
president of the Guaranty Trust Com- 
pany, New York; and John C. Trap- 
hagan, president of the Seaboard Na- 
tional Bank, New York. Over 4000 
delegates to the convention are expected. 
The Robert Morris Associates will 
meet in New York at the same time. 


GROWTH OF THE LABOR BANKS 


THE research department of the Amal- 
gamated Clothing Workers of America 
has published a folder giving the state- 
ments of the labor banks in the United 
States as of December 31, 1925. It is 
surprising to note that there are thirty- 
six such banks in the country, and even 
more surprising to note that the Brother- 
hood of Locomotive Engineers controls 
fourteen of the thirty-six. If this keeps 
on the brotherhood will have difficulty 
in deciding whether it is a banking or a 
labor organization. The control of the 
remainder is widely scattered among 
machinists, clothing workers, needle 
trades, ship builders, and printing press- 
men. 

The Brotherhood of Locomotive En- 
gineers Co-operative National Bank, 
Cleveland, O., is by far the largest, with 
capital of $1,000,000, surplus and profits 
of $295,386, deposits of $26,414,496, and 
total resources of $28,565,830. It re- 
cently announced that it would open 
several branches in Cleveland. Only 
seven of the remainder have capital of 
$500,000 or over, and only one other has 


resources over $10,000,000—and that is 
the Federation Bank and Trust Com- 
pany, New York. 

The combined capital of all thirty- 
six banks is $9,064,358, surplus and 
profits $3,403,429, deposits $98,635,165, 
and total resources $114,896,305. Alto- 
gether, then, they about equal the Na- 
tional City Bank, New York. 


The Pennsylvania Company 


For Insurances on Livesand Granting Annuities 


Trust and Safe Deposit Company 


Packard Building 


S. E. Cor. 15th and Chestnut Streets 
Philadelphia 


Capital, Surplus and Undi- 
vided Profits - $20,000,000 


ember Downtown Office 
— 517 Chestnut St. 
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Ideal Summer Vacations 


Only 2 Days trom NewYork 
Bermuda is cool in Summer 
Average Summer Temperature 77° 


A Unique and Thrilling 
Summer Vacation 


8 Day Tours---$97.00 


(Above rates effective June 1st) 

and up, including every expense for 

Steamer, Hotel and fascinating Side 

Trips. Longer Tours in proportion. 
A delightful Ocean Voyage to 
a quaint Foreign Land - All 
Sports and the amazing marvels 
ot Crystal Caves and Sea Gardens 


Sailing Twice Weekly 


via Luxurious Transatlantic Liners 


“FORT VICTORIA” & 
“FORT ST. GEORGE” 


For Illustrated Booklet Write 
FURNESS BERMUDA LINE 


34 Whitehall Street, New York City 
or any Local Tourist Agent 


St. George Hotel, Bermuda 
— Unique location commanding 
wonderful views, Unsurpassed 
service. Magnificent tiled swim- 
ming pool. Golf and all other 
sports. Low rates. 











10 Day od 
adlan Guise 


The Luxurious Twin-Screw 


S. S. “FORT ST. GEORGE” 


will make 2 unusually attractive cruises 
(no freight) 


Sailing from New York 


JULY 3 and 17 


Allowing Two Days at Quebec for Sightseeing 


Sailing through the Gut of Canso and 
Northumberland Straits, the broad St. Law- 
rence, the Saguenay River and thence on to 
Quebec, enabling Tourists to visit the won- 
derful shrine of Ste. Anne de Beaupre and 
other historical places. Magnificent scenery, 
smooth water, cool weather. The ship has 
spacious promenade decks, and all deck 
games, many rooms with hath, finest cuisine, 
ete. Orchestra for Dancing. 


The round trip occupies 10 days, rate 
$150 and up, or one way to Quebec, 
$80 and up. 


No Passports required. 
For illustrated literature address 


FURNESS BERMUDA LINE 
34 Whitehall St., New York 


Or Any Local Tourist Agent 








BANCITALY CORPORATION 
DECLARES STOCK DIVIDEND 


THE Bancitaly Corporation, San Fran- 
cisco, Calif., has declared a 25 per cent. 
stock dividend, to be paid with the split 
of the stock on a four for one basis. The 
par value of the present $100 shares is 
to be reduced to $25, and the owner of 
one share will receive, with the dividend 
five shares of new stock. The dividend 
was payable, and the shares exchangeable 
April 10. 


BETHLEHEM STEEL STATEMENT 


THE annual report of the Bethlehem 
Steel Corporation for the year 1925 
shows gross sales of $273,025,320, 
against $243,904,265 for 1924. Net 
operating income amounted to $36,142,- 
999, totel income was $38,988,742, and 
net income, after deducting interest 
charges and provision for depletion, de- 
preciation and obsolescence amounted to 
$13,858,196, showing a _ considerable 
gain over the $8,916,180 of 1924. 

Operations continued at a high rate 
during the first quarter of 1926, and net 
income for that period amounted to $5,- 
865,850. The company’s production in 
March aggregated 610,775 tons, the lar- 
gest in its history—96.4 per cent. of 
capacity. 


INTERNATIONAL ACCEPTANCE 
OFFERS GERMAN ISSUE 


THE International Acceptance Bank of 
New York has offered a $5,000,000 issue 
of one year treasury notes of the State 
of Hamburg, Germany. The notes are 
dated May 1, 1926. 

This is the first time the International 
Acceptance Bank has appeared publicly 
as an underwriter of a security issue. The 
issue, which takes the form of a $5,000,- 
000 note is placed with the bank’s new 
subsidiary, the International Acceptance 
Securities and Trust Company, as 
trustee, and certificates of participation 
are issued against it in denominations of 
$50,000, $25,000, $10,000, and $5,000. 
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The proceeds of the $5,000,000 State 
of Hamburg treasury note issue are to be 
mainly used for the construction of piers, 
the construction of a bridge over the Elbe 
river and the improvement of real estate 
to be used for industrial purposes. 

The State of Hamburg (Free and 
Hanseatic City of Hamburg) is one of 
the independent states constituting the 
Federation of the Republic of Germany, 
with control over its own affairs except 
as to such matters only as are reserved for 
control by the federal government. It 
includes within its territory of 160 square. 
miles the City of Hamburg, which is the 
second largest city in Germany, and the 
harbors of Hamburg and Cuxhaven 


INTERNATIONAL HARVESTER 
STATEMENT 


THE annual report of the International © casssusee qusenwese 
F. ABBOT GOODHUE 


Harvester Company shows gross income President International Acceptance 
of $28,956,967 for 1925, and net profits Bank, Inc, New York. 





GERDES 


METHOO 


Fresh Air for Your Office 


Gerdes Ventilating Systems and Electric Window Ventilators 

' diffuse healthful and invigorating unheated fresh air without causing 

draft or chill, and prevent the infiltration of poisonous automobile 

gases as well as dust and soot which is so prevalent during the Summer 
Season. 





Every installation is guaranteed as regards workmanship, material 
and functioning—that is, a satisfactory result to the owner is 
guaranteed. 

A booklet descriptive of the Gerdes Method and containing a list 
of references of the highest character will be sent upon request. 


Reports and proposals are made without obligation or charge. 


Theodore R. N. Gerdes, M. E. 


Engineer, Manufacturer, Contractor 


105-107 Bank Street, New York City 
Telephone Watkins 2893 
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FIFTH AND SPRING 


CITIZENS 





IN THE CENTER OF BUSINESS ACTIVITY 


CITIZENS 


TRUST & SAVINGS BAN 


LOS ANGELES 
736 South Hill Street 308 South Broadway, 
IBRANCHES THROUGHOUT LOS ANGELES 





for the year of $19,171,240. This repre- 
sents about 8 per cent. on the capital 
invested. 

The balance sheet as of December 31, 
1925, showed current assets of $189,- 
039,524, against current liabilities of 
$28,675,953. Total assets amounted to 
$287,266,864. 


BANK OF ATHENS TRUST 
COMPANY 


THE agency of the Bank of Athens in 
New York, which has been established 
for about three years, has received an 
authorization certificate from the New 
York State Banking Department for the 
organization of the Bank of Athens Trust 
Company, with capital and surplus of 
$500,000 each. 

Under New York State laws, an 
agency of a foreign bank may not accept 
deposits and do a general commercial 
banking business. Therefore this must 
be accomplished by the organization of 
domestic corporations organized under 


state laws, such as this one. There has 
been some activity to have the law 
changed to permit the establishment of 
foreign bank agencies here, but so far 
it has met with little success. 


STATE BANKERS CONVENTIONS 


North Carolina—at Durham, May 
6-8. 

Mississippi—at Biloxi, May 11-12. 

Maryland—at Atlantic City, N. J. 
May 12-13. 

Oklahoma—at Oklahoma City, May 
12-13. 
’ Tennessee—at Knoxville, May 13-14. 

New Jersey—at Atlantic City, May 
13-15. 

Georgia—at Columbus, May 17-19. 

Missouri—at Excelsior Springs, May 
18-19. 

Kansas—at Wichita, May 20-21. 

Alabama — at Montgomery, 
20-22. 

Texas—at Galveston, May 25-27. 

California—at Del Monte, May 26-29. 

Pennsylvania—at Atlantic City, N. J., 
May 26-28. 

Oregon — at 
June 4-5. 

Wisconsin——at Wausau, June 7-9. 

Washington—at Walla Walla, June 
8-10. 

Ohio—at Cleveland, June 9-11. 

Minnesota — at Minneapolis, 
9-11. 

Utah—at Richfield, June 11-12. 

Idaho—at Pocatello, June 14-15. 


May 


Gearheart-by-the-Sea, 


June 








The South Carolina 


National Bank 
Charleston, S. C. 
Greenville, S.C. - Columbia, S. C. 


Consolidation of 


Bank of Charleston, N. B. A. 
Charleston, 8S. C. 
Norwood Nat. Bank Carolina Nat. Bank 
Greenville, 8S. C. Columbia, 8. C. 


Capital $ 1,100,000.00 
Surplus 650,000.00 
RESOUPCES oececccceveeeeeeneenenennee 25,000,000.00 
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Alfred H. Swa 
hairman— Vice President, General 
Motors Corporation. 
Curtis C. Cooper 
President 
Albert L. Deane 
Vice President 
Pierre S. duPont 
Chairman, General Motors Corporation 
and E. I. duPont de Nemours ¢? Co. 
Lammot duPont 
Finance Committee, General Motors 
Corporation. 








GENERAL MOTORS 
ACCEPTANCE CORPORATION 


Executive Offices: 
250 West 57th Street, New York City 


HE obligations of this institution are selected as appro- 

priate and sound mediums for short term investment by a 
large banking clientele. They may be obtained in convenient 
denominations and suitable maturities. 


DIRECTORS 


O. H. P. LaFarge 
General Motors Corporation 
eward Prosser 
Chairman, Bankers Trust Company, 
New York 
John J. Raskob 
Chairman, Finance Committee, General 
Motors Corporation 
Alfred P. Sloan, Jr. 
resident, General Motors Corporation 
John J. Schumann, Jr. 
Vice President 
M. Spaidal 
Vice President _ 














Michigan—on board S. S. Noronic, 
June 14-18. 

South Dakota—at Watertown, June 
15-16. 

South Carolina—at Spartanburg, June 
17-19. 

Illinois—at Springfield, June 16-18. 

Virginia—at Roanoke, June 17-19. 

District of Columbia—at Hot Springs, 
Va., June 17-20. 

Connecticut—at New London, June 
18-19. 

Maine—at South Poland, June 19. 

New York—at Quebec, Canada, June 
21-23. 

lowa—at Sioux City, June 21-23. 

North Dakota—at Grand Forks, June 
22-23. 

West Virginia—at Huntington, June 
23-24. 

Colorado—at Glenwood Springs, June 
25-26. 

Montana—at Butte, July 15-17. 


Indiana—at Lafayette, September 
21-22. 


Delaware—at Rehoboth, September 2. 
New Mexico—at Roswell,. October 
22-23. 


OTHER CONVENTIONS 


National Safe Deposit Convention—at 
New York, N. Y., May 7-8. 

National Association of Credit Men— 
at New York, N. Y., May 24-28. 

New England Bankers Associations— 
at New London, Conn., June 18-19. 

American Institute «t Banking—at 
Dallas, Texas, July 12-17. 

Financial Advertisers’ Association— 
at Detroit, Mich., September 21-23. 

Pacific Coast Trust Conference (A. B. 
A.)—at Los Angeles, September 30- 
October 2. 

American Bankers Association—at Los 
Angeles, Calif., October 4-6. 

Investment Bankers Association—at 
Quebec, Canada, October 11-15. 

National Association of Mutual Sav- 
ings Banks—at Philadelphia, Pa., October 
18-22. 
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Officers of the Fidelity Trust Company of New York. 
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THE FIDELITY TRUST COMPANY 
OF NEW YORK 


the Coal and Iron National Bank, 

New York, and the Fidelity- 
International Trust Company, New 
York, as the Fidelity Trust Company, 
brought together two banks of nearly 
equal age, and with very similar experi- 
ence. 

The Coal and Iron National Bank 
opened for business in 1904, with a cap- 
ital of $300,000 and surplus of $200,000. 
It was organized, as the name indicates 
by coal and railroad interests with, of 
course, a substantial representation from 
manufacturing and other interests. It 
took over the quarters at Liberty and 
West streets which had previously been 
occupied by the Bankers Trust Company 
and later by the Liberty National Bank, 
which quarters were kept as the main 
office until the time of the merger. Since 
that time the office is maintained as a 
branch of the new Fidelity Trust 
Company. 

In 1907 the capital was increased to 
$500,000 and the surplus to an equal 
amount, through the sale of additional 
stock and transfer of earnings. In 1909 
the capital was again increased to 
$1,000,000 by the declaration of a 100 
per cent. dividend which subscribers were 
asked to use in the purchase of additional 
stock at par. 

In March, 1919, the capital was 
further increased to $1,500,000, the 
stockholders being given the right to sub- 
scribe to additional stock at $150 per 
share. Prior to the merger the capital 
stock stood at $2,000,000. 

The Fidelity Trust Company (which 
later became the Fidelity-International 
Trust Company) began business-in May 
of 1907, and it is greatly to its credit 


Tie merger, a few months ago, of 


that it was able to live through that 
trying period. The merger with the 
International Bank, as the Fidelity-Inter- 
national came in 1920, and at the time 
of the recent merger, the Fidelity-Inter- 
national had capital of $2,000,000, also. 

The new institution, therefore, is cap- 
italized at $4,000,000, with surplus of 
$2,500,000, undivided profits of $500,- 
000. Combined deposits aggregated 
about $45,000,000, and total resources 
are over $50,000,000. 

Both banks are justly proud of their 
records in the Panic of 1907. The Coal 
and Iron did not have to call a loan dur- 
ing the panic, and in fact had its re- 
sources in such liquid condition that it 
could assist other banks who were in less 
fortunate position. The Fidelity Trust 
was the only bank in New York whose 
deposits increased during the panic 
period. 

At the time of the merger, it was in- 
tended to make Julian W. Potter, presi- 
dent of the Coal and Iron, president of 
the consolidated institution. His un- 
timely death, however, made it necessary 
for Samuel S. Conover, president of the 
Fidelity-International to assume that 
position. John T. Sproull, chairman of 
the board of the Coal and Iron, is chair- 
man of the executive committee of the 
new bank. The vice-presidents include 
John M. Ross, William H. Jaquith, H. 
A. Miskimin, Charles F. Park, Jr., and 
Arthur W. Mellen, the latter also acting 
as secretary. Harold C. Knapp is trust 
officer and vice-president. Messrs. Ross, 
Jaquith, Park and Knapp were officers of 
the former Coal and Iron National, while 
the others were with the Fidelity-Inter- 
national Trust Company. 
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New York Federal Reserve 
Bank 


The World’s Largest and Strongest Vault Entrances 


The York Safe and Lock Company built and 
installed in the New York Federal Reserve 
Bank six (4) YORK Revoluble Vault 
Entrances, each 10 feet in thickness, the 
climax of mechanical genius and ingenuity. 


In addition to the New York Federal Reserve 
Bank YORK has built at its factory in York, 
Pennsylvania, vaults for Federal Reserve 
Banks in the following cities : 


Cleveland Boston Buffalo 

Philadelphia Pittsburgh Detroit 

Chicago Louisville Jacksonville 
Minneapolis Little Rock 


YORK vaults are used by the U. S. Govern- 
ment, Clearing House Asscciations, and many 
of the leading Banks throughout the country. 


Correspondence with nearest branch is wel- 
comed by our Engineering department with 
banks contemplating new or enlarged vaults. 


Principal Builders of High Grade Vaults 


YORK SAFE and LOCK Co. 
55 Maiden Lane New York 


Branches 
New Haven Boston Philadelphia Baltimore 
Cleveland Chicago San Francisco 
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EXAMPLES OF RECENT BANK 
BUILDING OPERATIONS 



























































A photograph of the architects’ drawing of the new building now being erected for the 
Eastside National Bank, Paterson, N. J. Morgan, French & Co., Inc., bank architects 
and engineers, New York, are the architects. 
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The large windows in the Hibernia Savings and Loan Society's building at San 
Francisco are equipped with Crittall steel window casements. Bakewell & Brown 
were the architects. 


The officers’ quarters in the new Seventh Avenue office of the National Park 
Bank, New York. 
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The public space in the recently opened Seventh Avenue office of the National 
Park Bank, New York. 


Entrance to the safe deposit vault in the new Seventh Avenue office of the National 
Park Bank, New York. Built and installed by the Mosler Safe Co., Hamilton, Ohio. 
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Another progress photo of the First National Bank, Tampa, Florida, planned and 
constructed under the supervision of Holmes & Winslow, bank architects, New York, 
made during the week of April 19, 1926. The first three stories are faced with shot 
sawed limestone. Above that, the main shaft of the building is of golden range of 
tapestry brick, with the window spandrels of fire flashed terra cotta. The diamond 
shape inserts in the window spandrels are of a brownish tone, and the inserts at the 
top are of a polychrome blue. The building is expected to be ready for 
occupancy by July. 





BOOK REVIEWS AND NEW BOOKS 


THE CLEARING AND COLLECTION OF 
Cuecks. By Walter E. Spahr. N. Y.: 
Bankers Publishing Co. $7.50. 


By 1914 the use of checks in the United 
States had reached as great a develop- 
ment as anywhere in the world. This 
was not enough for the authorities of the 
newly established Federal Reserve Sys- 
tem. They wanted checks (and through 
them deposit currency) to become the 
circulating medium of the country 

But in their zeal they used some meth- 
ods which aroused bitter opposition. One 
of these was the attempt to coerce banks 
into par remittance. This was a mistake 
and is now realized as such. But a much 
more potent incentive to opposition was 
the profit which the country banks saw 
themselves losing through par remittance. 
They had built up a large source of rev- 
enue by charging exchange. There were 
no immediately visible compensating ad- 
vantages, if this revenue were given up. 
They objected that they should not remit 
at par because remittance involved ele- 
ments of cost. These costs, however, the 
Federal Reserve Banks eventually ab- 
sorbed, by paying the cost of all cur- 
rency shipments, and by offering to pre- 
sent checks at the counters of the non- 
par banks for payment. 

“It is interesting to note,” says Dr. 
Spahr, in a footnote on the par collection 
controversy, “that while the non-par 
banks have put forth the argument of ex- 
pense as one of the chief justifications for 
making remittance charges, they con- 
tinued to fight the Federal Reserve 
Banks when the latter met that argument 
by presenting checks at the counters of 
the drawee banks for payment without 
deductién. It became obvious that the 
non-par banks wish to exact tribute re- 
gardless of the soundness of any prin- 
ciple or the reality of the expense in- 
volved. . . . These banks have placed 
themselves in the position of showing 


bad faith regarding the real merits of the 
controversy. That their sole purpose is 
to exact charges regardless of any justi- 
fication is seen in the following statement 
made by one of their number: ‘Even 
though the country perish, we must 
keep our collection charges.’ ” 

And this seems to have been the atti- 
tude taken. Par collections were fought 
by all sorts of obstructive measures, 
finally resort being had to injunctions 
and suits. It seems unfortunate that so 
often in banking matters “one is com- 
pelled to look to court decisions for final 
judgment on the merits of the questions 
involved.” 

For the courts also seemed more intent 
on protecting the rights of individual 
banks to charge exchange, than on the 
development of the banking system as a 
whole. At present, with the aid of the 
courts, the extension of par collections 
seems to have been stopped, though the 
Federal Reserve Board still continues its 
efforts. In bringing together all the 
facts concerning this controversy, which 
is one of the most important in American 
banking today, and in showing the abuses 
which led up to the creation of a par 
collection system (like the classical ex- 
ample of the check which traveled 4500 
miles to avoid collection charges, though 
it was drawn on a bank only four miles 
from where it was presented) that Dr. 
Spahr has done a real service 

But the reader must not conclude from 
this that Dr. Spahr’s book is mainly de- 
voted to the par collection controversy. 
Though that is the most interesting 
chapter in the book, it is but a small 
part. The book aims to be a complete 
treatise on the check as an instrument of 
payment, beginning with the first men- 
tion of checks back in the Middle Ages. 
It surveys briefly the use and develop- 
ment of the check in all the important 
countries in the world, and then goes into 
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considerable detail to describe the de- 
velopment in the United States. 

The use of checks is so bound up with 
their clearing and collection, that this 
naturally involves a consideration of the 
methods of accomplishing both. A full 
history of the origin of clearing houses 
(which was not, as is commonly believed, 
in a London coffee house) and their de- 
velopment is given, even to the auxiliary 
services of clearing houses in establishing 
uniform interest rates, and examining 
member banks. 

With the establishment of the Federal 
Reserve Banks in 1914, most of the clear- 
ing and collection functions were trans- 
ferred to them, and it is to this develop- 
ment that the bulk of the volume is de- 
voted. This is Dr. Spahr’s real contribu- 
tion to American banking, for this sub- 
ject has never ben so thoroughly covered 
before. Every operation is described in 
great detail, from the method of opera- 
tion of the transit department in an in- 
dividual bank to the operation of the 
gold settlement fund at Washington, 
telegraphic transfers, and the computa- 
tion of reserves. A reading of these ac- 
complishments of the Federal Reserve 
System will leave no doubt in any 
banker’s mind as to the value of the 
system. 

Finally, there is a review of the vari- 
ous attempts which have been made by 
Babson, Brookmire, and others to use 
bank clearings (meaning by “clearings” 
debits to individual accounts) as a 
barometer or thermometer of business 
conditions. Dr. Spahr believes that the 
recent studies of Carl Snyder of the 
Federal Reserve Bank of New York es- 
tablish the fact that clearings are “a 
good single index and barometer of gen- 
eral business conditions,” although more 
time must elapse before this can be es- 
tablished definitely. 

The wealth of detail included makes 
the book invaluable as a reference work 
for students and economists. Those who 
prefer the outline form will find an ad- 
mirable summary in the chapter “Resume 
of the Present System” at the end of the 


book. The book itself is a mine of in- 
formation for those who want the facts 
on the clearing and collection of checks, 








Statement of the ownership, management, cir- 
culation, etc., required by the Act of Congress 
of August 24, 1912, of The Bankers Magazine, 
published monthly at New York, N. Y., for 


April 1, 1926. 

State of New York, County of New York. Be- 
fore me, a notary public in and for the State 
and County aforesaid, personally appeared J. R. 
Duffield, who having been duly sworn according 


to law, deposes and says that he is the busi- 
ness manager of The Bankers Magazine and 
that the following is, to the best of his knowl- 
edge and belief, a true statement of the owner- 
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for the date shown in the above caption, re- 
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and other security holders owning or holding 1 
per cent. or more of total amount of bonds, 
mortgages, or other securities are: (If there 
are none, so state.) None. 

4. That the two paragraphs next above, giving 
the names of the owners, stockholders, and 
security holders, if any, contain not only the 
list of stockholders and security’ holders as 
they appear upon the books of the company, 
but also, in cases where the stockholders or se- 
curity holders appear upon the books of the 
company as trustee or in any other fiduciary 
relation, the name of the person or corporation 
for whom such trustee is acting, is given; 
also that the said two paragraphs contain 
statements embracing affiant’s full knowledge 
and belief as to the circumstances and condi- 
tions, under which stockholders and security 
holders who do not appear upon the books of 
the company-as trustees, hold stock and securi- 
ties in a capacity other than tnat of a bona 
fide owner and this affiant has no reason to 
believe that any other person, association or 
corporation has any interest direct or indirect 
in the said stock, bonds, or other securities than 
as so stated by him. 

5. That the average number of copies of each 
issue of this publication sold or distributed, 
through the mails or otherwise, to paid sub- 
scribers during the six months preceding the 
date shown above is................ (This information 
is required from daily publications only). 


J. R. DUFFIELD. 
Sworn to and subscribed before 
me this 29th day of March, 1926 

ALEXANDER PUGLISI, 
Notary Public. 
My Commission expires March 
30, 1926. 
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